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Formosa, from the ecaaomic point 
of view, is one of the well-developed 
areas in the Western Pacific and he- 
longs to that category of colonial ter- 
eats which have been advanced by 

e 


industrial capitalist countries. 
Though it adjoins the Continent. 
economically there is little relation 


between Formosa and China largely 


as a result of the political develop- 
ments in the past 50 years. We can 
pick out two_ elementary factors 


which have influenced the economic 
conditions of Formosa as of today. 
The first factor is its geographical 
position; lying between the latitude 
of 22° to 25° in the Western Pacific, 
Formosa has a tropical climate which 
is under the influence of the monsoon. 
Accordingly from the beginning’ the 
type and quality of industry have 
been restricted to a _ tropical one, 
especially in the agricultural fields. 
The second factor was the political 
condition. Under the imperialist con- 
trol of the Japanese who had no other 
tropical territory to fill her demand 
for specific raw materials, Formosa 
has been developed along this line 
without reservation. For example, the 
compulsory cultivation of sugar-cane 
in spite of the disadvantage to the 
farmers, and the protected develop- 
ment of the sugar industry was the 
most typical of this tendency. 


Having been founded on this base, 
the Formosan economy is as_ fol- 
lows:— The staple products of For- 
mosa are A.B.C. and R.S.T. in short. 
j.e. alcohol, banana, camphor, rice, 
sugar and tea. These products need 
modern industrial technique for their 
processing however, most of them be- 
long to, or at least have their begin- 
ning in agriculture. 


Almost half of the total sum of 


holds the most important 
whelming position in 
indicates that the Island has been 
greatly developed under a_ self-suf- 
ficient policy of the Japanese Empire. 
Consequently, the economic organiz- 
ation of Formosa was so _ dependent 
on the Japanese economy that as soon 
as Japan terminated her domination, 
Formosa encountered many difficulties 
which could not be solved promptly, 
no matter how the Chinese emphasize 
the identity of both the Chinese and 
Formosan societies. 

To supply tropical products for the 
mother country, at first the Japanese 
endeavoured to establish a large farm 
in Formosa. However, since the Sino- 
Japanese War, according to the re- 
quest of the War Department, the in- 
dustry of Formosa had to be widely 
developed. Aluminium, fertilizer, oil, 
perfumes, soda and machine factories 
were oily erected during the last de- 


and over- 
Formosa which 


cade. Usually this period is called 
the industrialisation period of For- 
mosa. 


Under the Chinese Nationalist Gov- 
ernment which succeeded to the ad- 
ministration of Formosa after the 
surreider of Japan, the whole activity 
of production has stagnated and fell 
into disintegration. As a result, the 
productivity of Formosa at present is 
far from its palmy days. Nevertheless, 
the records in the past are still valu- 
able for the research of the poten- 
tiality of national wealth and the 
direction of its reconstruction on 
which the political status of the Island 
in future will depend. 

The wealth was very unfairly dis- 
tributed during the Japanese rule. 
For instance, 66.7% of agricultural 
land was owned by the Japanese and 
about three-fourth of the industrial 
investments was shared by the Jap- 


roducts is derived from  a%uese. 

aeeaore 3 Though there was a The trade balance showed that ex- 
gradual increase of industrial pro- ports had been constantly in excess 
ducts, even more than 70% of them of imports since 1911. Public finance 
is from food-stuff manufacturing. had been indepeident from that of 
Therefore, the fact is that agriculture Japan since 1905. 

Production Values 

(in thousands of Formosan dollars or Japanese yen) 

1937 1938 1939 1 Lad ; Sat ene 
Agri ral products .. 402,995 460,212 551,826 541, ; 
laid . ay Rs 16,664 17,292 24,813 27,694 40,063 
Marine, fre 21,382 23,554 35,088 52,258 54,035 
Industrial % WE 363,810 394,147 570,763 629,137 646,767 


No. 18 


Financial & Industrial Reports 
from Japan 

Malayan Aviation Reports 

Keports from Malayu 


It is cbvious that economic autarchy 
is impossible in Formosa. Foreign 
trade and payments could be well 
balanced provided the stability of 
society is kept. 


AGRICULTURAL FOUNDATIONS. 


In Formosa agriculture is the basis on 
which other industries have grown. As 
an agricultural country, Formosa has 
an history of about 300 years and has 
been developed by the ancestors of the 
presqnt inhabitants. The original. form 
of agriculture from which _ today’s 
form was developed, was_ introduced 
by the so-called Pilgrim Fathers who 
emigrated from the Continent. The 
foundations of Formosan agriculture 
were fixed at the beginuing of the 
development of the so called “agricul- 


ture cf, Oriental Society”, ie. “the 
horticuitural | agriculture”. So far as 
conditicns of production are concern- 


ea, the Formosan agriculture has been 
highly developed and was essentially 
different from the inefficient Chinese 
agriculture, especially because of the 
improvement of technique under the 
Japanese rule. 

According to investigations in 1941, 


the agricultural population formed 
49% of the total, and the area of 
agricultural land was 886,118 Ka, 


(544,367 Ka of paddy fields and 341,- 
751 Ka of non-paddy fields, which oc- 
cupied about one-fourth of all the 
area of the Island)... (One Ka is equal 
to 2.4 acres). Excluding the mountain 
districts which occupy 24.85% of the 
total area, the agricultural land form- 
ed 45.12% of all level land. The num- 
ber of the agricultural houses were 
440,105. So that the average agricul- 
tural land pe~ family was paddy-land 
1.24 Ka, non-paddy-land 0:78 Ka, the 


tetal was 2.02 Ka. It is remarkable 
that the agricultural population in 
Formosa was no more than . 50%, 


whiie it remains 75 to 80% in China. 
One farmer can feed 3 -non-agricul- 
tural persoms in Formosa; while 80% 
of the population cannot well feed 
even the remaining 20% in China. 


Of the products, rice and sugar- 
cane are the most important. The 
climate in the tropics and = sub- 
tropics under the monsoon is suit- 


able for the growth of rice. Dur- 


ing the Japanese administration, 
not only agricultural equipment had 
been much advanced, but also the 


quality of rice was continually im- 
proved so that the production of rice 
increased a great deal. In 1941, the 
rice farms occupied 666,9990 Ka, the 
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yields were 15,140,288.8 bushels, and 
the value Formosan  $246,314,483. 
Except for internal consumption. the 
surplus was exported to Japan. For 
instance in 1936 the amount of rice 
exported to Japan was 11,045,000 bags 
(one bag of 100 catties) and the value 
was F.$124 millions. The cost of For- 
mosani rice was cheaper than Japanses 
and the rice market of Japan was so 
much _ threatened by this new com- 
petitor that a bill to permit the Tokyo 
Government to conttrol the rice pro- 
duction and distribution of Formosa 
was passed in the Japanese Diet in 
1940. Since then, the rice production 
has been artificially suppressed for 
the sake of the sugar industrialists. 
however, since the war the policy 
changed again to the “rice first” 
policy in order to supply the rations 
of Japan. 

Next to rice, sugarcane is important 
and as it is the raw material of the 
sugar industry, there has been no 
more bitter problem than the cultiva- 
tion of sugarcane. Usually it takes 
1% year to harvest sugarcane. The 
market was monopolized by the Japa- 
nese Sugar Company and as the high 
price of rice was more profitable than 
the cultivation of sugarcane, there- 
fore, to acquire the fixed quantity 
of raw material for the Sugar Com- 
pany, the Japanee Government adopi- 
ed the rotation system of two years rice 
and one year sugarcane. This rota- 
tion system was compulsory for the 
districts of the Kalam Channel and 
the Taitiong Prefecture without any 
consideration to the difference of land 
quality. Technically the methods of 
tillage are different for rice and 
sugarcane, so that after the cultiva- 
tion of sugarcane, the amount of rice 
produced is considerably less for the 
same land. Such an_ unreasonable 
system could only exist under ruth- 
less imperialism and the Japanese, re- 
gardless of this fact, proceeded with 
their protectionism to the disadvan- 
tage of farmers. The top record of 
cane production was 21,370,368 catties 
valued Formosan dollars or yen 117- 
665,244 in 1939. The Taitiong. Tailam 
and Kohion Prefectures are the main 
producing districts. 


Sweet potato is the third important 


product. It is the food for farmers 
as well as for cattle, and also the 
raw material for alcohol. It can be 


planted im any place on the Island 
throughout the year. The production 
of the Tailam Prefecture is the high- 
est. In 1941, the sween potato fields 
were 146,656 Ka, the total yield was 
2,822 million catties, which were 
valued at 38.8 million yen. 

Tea is one of the principal exports. 
It is produced in the Northern district 
of the Island. In 1941, the tea area 
was 46,152 Ka, the total yield was 
19,167,413 catties, valued about 17,317,- 
000 yen. The crude tea is usually sent 
to Taipak (Taipek) for _ refining. 
Among refined teas, black tea ig the 
largest, then Woolong, Paochung, 
green tea. Refined teas were export- 
ed to the United States and North 
China before the war, but at present 
the United States and Hongkong are 
the main customers. 

Formosa grows plenty of tropical 
fruits. The banana, pineapple and 
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orange are most important. They 
were formerly exported to Japan. 
During the war, many orchards were 
devastated, and after the war, under 
the strict trade control, it was very 
hard to restore them to their original 
state. 

There are many other minor pro- 
ducts such as hemp, cotton, peanuts. 

Formosan agriculture has been well- 
developed in quality and quantity 
and the output has increased year by 
year, till most of them became com- 
mercialised and extremely sensitive 
to world market prices. 

The Japanese Government  con- 
structed a large irrigation system 
through the western oblain of the 
Island. The Kalam Channel ofthe 
South, and the Tohung Channel of the 
North run through about 60% of the 
agricultural land. The agricultural 
land has thus increased twofold dur- 
ing the thirty years before 1941. Be- 
sides this improvement. the Japanese 
also introduced the application of 
fertilizer. While Chinese agriculture 
applies few chemical fertilizer. For- 
mosan agriculture consumed about 
250.000 tons of fertilizer, mostly bean- 
cakes, Ammonium sulphate. primary 
calcium hydrogen phosphate, Calcium 
Cyanamide. These fertilizers were 
imported from Japan and Manchuria 
in exchange for tropical agricultural 
products. Once there was a plan to 
make Formosa _ self-sufficient in fer- 
tilizer, but that was nor realized, be- 
cause it seemed more useful that the 
colony should always be dependent 
on its mother country. Now, separat- 
ed from Japan economically as well 
as politically, the fertilizer problem 
has become the most urgent in For- 
mosan agriculture. The land was 
wasted during the war and in addition 
to this the maladministration of the 
Kuomintang Government reduced the 
Island’s productivity. Although the 
Government imported fertilizers from 
the United States. it was insufficient. 
There is no doubt that for the re- 
construction of agriculture the fer- 
tilizer problem must be solved first 
of ail. 

The application of irrigation and 
fertilizer improved greatly the produc- 


tivity of land. For sugarcane, the 
yield per acr2 could not reach the 
level of Java, yet rice was on the 


same ‘evel with Japan which is more 
than the average productivity of 
Chinese agriculture by about 30% to 
40%. In proportion to the develop- 
ment of industry there was a gradual 
change of population from agriculture 
tc the industrial field. 


As a_ result, the merchandising of 
agricultural products followed the in- 
crease of production. which altered 
the status of agricultural manage- 
ment from the self-sufficient cre to 
that of world market production. 
For instance, aH of the sugarcane 
was bought by the Sugar Company 
and the refined products except 5% 
for home consumption were all ex- 
ported to Japan, China and Korea. 
About 70% of the rice was sent to 
overseas markets. The other main 
products were also under the same 
plan. The develooment of transporta- 
tion in the villages, towns and cities 
encouraged this tendency. Naturally, 
any change in the world market exerts 
great influence on the prosperity of the 
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agriculture in Formosa. For instance, 
the unreasonably low prices of agri- 
cultural products at present caused 
deterioration of village life which never 
happened throughout the fifty years of 
the Japanese administration. Un- 
doubtedly, there has been a consider- 
able retreat in the agricultural fields, 
but no ruin, in other words, farm pro- 
duction got back from the world mar- 
ket producticn stage again to the self- 
sufficient production stage as several 
decades ago. This phenomenon is the 
characteristic of the oriental agricul- 
tures. It cannot exist in the industrial 
countries This type of farm economy 
is the strength as well as the weak- 
ness of Formosa in general. 


INDUSTRIAL FOUNDATIONS. 


Only in recent years has the Formo- 
san industry been developed to the 
present stage. For it is the doom oi 
a colony that it must remain as the 
raw material supply base or as an 
agricultural area to serve the indus- 
trial requirements oi the mother coun- 
try. For a long time industrialisation 
was neglected in Formosa except for 
sugar, camphor and some _ other 
tropical industries. However, since 
Japan intended to make Formosa her 
base for the invasion of the Southern 
Pacific. and afterwards to supply part 
ot her war demands, heavy industries 
were established in the Southern anc 
the Northern districts of the Island 
Industrial production has increased 
greatly during these years. Neverthe 
less, generally speaking, the founda- 
tions of the industry are still poor and 
crippled, because of the deficiency of 
natural resources and colonial nature 
of its economic system. 

From the stand-point of natural 
resources. Formosan industry is at a 
disadvantage. Though Fermosa lies in 
the tropics, except those agricultural 
products as mentioned above, it does 
not produce rubber, cotton, tin etc. 
which are indispensable in today’s 
civilized world. Naturally, the indus- 
try of Formosa has been limited and 
is based on those agricultural products 
such as cane, pineapple, tea. potatoes. 
and forest products (camphor, bamboo. 
timber) and several marine products 
for canned goods. As to mineral re- 
sources, coal, gold and copper mines 
are scattered in the Northern part. 
while petroleum and natural gases 
are found in the cantral and_ the 
Southern districts. Besides, virgin 
mines are expected to be discovered in 
the central mountain districts where 
people had been prohibited to go in 
and out. However, at present. 
natural resources are not fully utilized 
except a few agricultural products. so 
that the processing industries are con- 
fined to agricultural manufacture. 

As regards power, the geographical 
positign of Formosa is suitable for the 
the development of water power. Early 
in 1913, the first electric station began 
to operate, and output increased from 
time to time till 1940, when a 100,000 
kilo-watts station and in 1943, when a 
43.000 kilo-watts station were built. 
which have contributed a great deal 
te the further development of heavy 
industry since then. The _ kinetic 
power is about 320,000 kilo-watts at 
present, and another station of 300,000 
kilo-watts was about to be set up be- 
fore the Japanese surrender. There was 
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another plan to construct a 400,000 kil 

. Uy O- 
watts station, yet all these enterprises 
must remain unfinished as long as the 
inept and corrupt Chinese Government 


dominates the Island Nevertheles 
é : 5s 

potential power is abundant and 

favourable for industrial utilization 


provided forests of the mountain dis- 
tricts are carefully protected. The total 
of available power was estimated by 
Japanese experts'at about 1,233,000 kilo- 
watts in 1942. Electric power is pro- 
mising for quick development of indus- 
try both in cheapness and volume. 


. As power for industry, coal is very 
important. Though the yields of coal 
amount to about 1,200,000 tons per 
year, the cost and quality are both 
unsuitable, except for transportation. 
Purposes and for pottery industry. The 
coal mines are small and thin, and al- 
most 90% of the products are dust coal 
which contains much sulphur, so that it 
is useless for the iron industry. Formo- 
san coal is mainly used for the brick 
industry, railway transportation and 
for export to Shanghai and Canton. 


The problem of capital is important 
for future advance. From the capitalist 
point of view, the recent development 
of Formosan industry was not promot- 
ed by capital which was accumulated 
among the natives or by the immigrant 
Jupanese, but by imported capital from 
Japan. According to investigation in 
the past, about 60% af the industrial 
investments was raised in Japan, and 
the greater part of the rest was created 
and supplied by the Bank of Taiwan 
and other banks. Consequently, the 
development of the Formosan industry 
has had few capital relations with the 
Formosans, while conspicuously chang- 
ing the basis of the labour situation 
for them. 


This was the characteristic of Formo- 
san industry of the colonial type. After 
the war, as soon as the Japanese capi- 
tal supply was interrupted, the indus- 
try fell into bankruptcy. For the re- 
construction of Formosan industry, the 
import of capital is strongly requestec. 
and in this sense there will be large 
room for international cooperation in 
the futur?. 


Labour conditions are good in For- 
mosa. Though Formosa has not many 
engineers, there are many skilled la- 
bourers whose educational level is 
higher than anywhere in China. The 
wage level is comparatively lower than 
that of Japan. Therefore, if the prob- 
lems of raw material and capital are 
solved, the abundant power and labour 
resources of Formosa can be utilized 
to make it an industrial centre 
in the Western Pacific. However, if 
the former two problems cannot be 
solved, it is of no use if there are so 
much power and iabour resources. 


Formosan industry has been develop- 
ec along this line. In the Japanese 
period, capital was imported from 
Japan, and raw materials which were 
not produced in the Island, were im- 
ported from South China and _ the 
Southern countries of the Western 
Pacific. As already described above, the 
staple industries are based on agricul- 
tural products such as sugar, tea, al- 
cohol and so on, while heavy chemical 
industries were developed in recent 
years, 
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Industrial Yields in 1938 


(In 1,000 Taiwan dollars or 
Japanese Yen) 
Spinaing Industry .sasceecss 
Metal industry 20,890 


Machmewindustry “2%... 8... 13,515 
Eavtery industry “iy 9,977 
Chemical industry 97.55.2548. 39,666 
Hood Stat industry” .....5... 265,762 
Lumber TeTeh PS yi a 6,465 
Printingindustry. “2a. ) 5. 6,843 

TEOCAUE ROL Ay, TRA. AR 394,147 


In the same year, the yields of staple 
products valued over 3 millions: 


Cotton: Dextilese.)... otees.6 bias 3,297 
STICKS Qeusahy. octets. Bee eB 3,425 
ALCON Olea Deities | See eter 7,588 
| ee. ee ee Ae ee ee 3,870 
PENG UZeTS mines. . aes wee. ae 11,634 
RI MO RPE y <i. satis) Lew eomeeert 192,253 
MOS Cle ee re ReiCrs catkins css 7,816 
Confections 7aas «dene. eres 5,632 
Canned Pineapples ....+..... 18,891 
Woolone >: Teay oan sik. Belz 3,714 
PaOCnung WTOa taney 6 loa eeelests 3,676 
VAC. MDGS oie ultrices tan athe Set se 6,844 
Wooden: «Ware «su cca, cued lonart 6,464 
GeMet iy Ric: Bvicsnmeserin th oo 3,500 

Toba laste. wahichiess Sees oaks als 282,416 


The sugar industry in Formosan in- 
dustrial life is like the sun in the solar 
system. Throughout the fifty years of 
the Japanese administration, the indus- 
try which was undertaken first of all 
was sugar industry and afterwards it 
became the third producing area in the 
world ranking next to Java and Cuba. 
The palmy days of the Formosan sugar 
industry were in 1939 when the amount 
of sugar products reached 1,400,000 
tons. There were 123 factories of 
which 47 had newest equipment of 
sugar refineries. Investment was yen 
285,360,000 in 1942. The Japanese Gov- 
ernment levied a heavy customs duty 
on foreign sugar to. keep a preferential 
market for internal products, and thus 
the industry seemed stable and pros- 
perous forever. However, as soon as 
Formosa left Japan’s control, the or- 
ganization and management of the 
sugar industry deteriorated, until the 
yield decreased to only 30,000 tons in 
1946. Though it was in 1948 restored 
to about 300,000 toms, yet that is no 
more than 20% of the record in 1939. 

As regards the tea industry many 
factories which were owned by the 
Japanese are now managed by the Tai- 
wan Tea Company. 

The speciality of Formosa which has 
a world-wide market is the camphor 
industry. Almost 95% of the natural 
camphor products on earth have been 
supplied by Formosa. In the process of 
camphor industry, there are many by- 
products such as white oil, red oil, 


blue oil, safrol and so on. These oils 
were exported to the U.S., France, 
Italy, India, China and the U.S.S.R. 


before the war as a raw material for 
the perfume, soap, cigarette, wine and 
other industries. However after Japan's 
surrender, the careful protection of 
camphor forests was set aside and the 
reckless denudimg of forests has been 
carried on. It is not only a grave in- 
ternal emergency, but also a_ world- 
wide problem, that the natural re- 
sources of camphor are not exhausted 
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by the maladministration of the Chin- 
ese Occupation Government. 

In addition to the above industries, 
since 1929, when Japan started to in- 
vade Manchuria and consequently was 
cbliged to prepare for war, the Formo- 
san industry has gradually changed its 
character. After the suspension of the 
gold standard system in the same year, 
because of the cheapening of the Jap- 
anese exchange rate, there happened 
an unexampled boom in Japan, when 
the Formosan industry also benefitted. 
For instance, the pulp ‘industry, the 
aluminium, the fertilizer the match, the 
metal, the tannic acid, and the soda 
industry, were developed during these 
years. The investments in industry in- 
creased year by year till they formed 
66% of all investments. 

Increase of industrial investments 

(in 1,000 Yen) 


Yen Index 

FO 8 ys seo sakovcsiutaseea ce 200,192 100.0 
L936 2 ousiacpeeiaete 268,040 134.9 
WG37 eS eta aeere 251,863 125.8 
1988 Soe ruta 269,980 134.9 
TOS OF secs. 5 aye als 291,224 145.5 
LGA Oi eas says beans 339,690 169.7 
The industrial development has so 


rapidly proceeded that at the moment 
of Japan’s surrender, the Formosans 
found that their country became an in- 
dustrial centre under the Chinese 
sphere of influence, in other words, the 
most progressive colony of the most 
backward country. Here is not the 
place toa discuss how the Formosan in- 
dustry had stagnated under the in- 
efficient aad corrupt Chinese regime of 
today. Briefly speaking, from its scale 
in the past and its geographical situa- 
tion, Formosan industry has a hopeful 
and advantageous aspect, provided poli- 
tical foundatians are favourable for 
the development of industry. 


RECONSTRUCTION IN FUTURE 


The crucial factor which has deter- 
mined the Formosan economy up to 
the present is its political condition. In 
the past the colqiial demands of the 
Japanese subordinated the economy of 
Formosa to the needs of the “mother 
country” and now under the feudalistic 
exploitation of the Chinese regime, 
Formosa sulfers greatly in every 
sphere of life. As it was before, the 
Island’s economics will be determined 
by her political basis. It is the con- 
viction of the Formosans that unless 
Formosa becomes an independant coun- 
try, there is no use to strive for recon- 
struction, because the Chinese regime 
is against the advancement of Formosa. 
Therefore any plan for economic recon- 
struction should first provide for poli- 
tical reform, Otherwise the reconstruc- 
tion plan cannot be realised. 

First, as prerequisite for economic 
reconstruction, Formosa must have a 
stable money. The direct cause of the 
disaster of these 3% years is the pro- 
cess of Chinese inflation under the 
blow of which many industries have 
come to the brink of bankruptcy. Un- 
der the vicious inflation, towns and 
villages of China need not disintegrate 
because her economic system is mostly 
based on self-sufficiency and scarcely 
influenced by the deterioration of the 
medium of exchange. However, in 
Formosa, the matter is far more critical. 
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‘The process of inflation means not only 
stagnation in factories, but also of 
agricultural productian. Therefore, the 
first step for restoration is to do 
away with the financial disorder. At 
present, it is estimated that to with- 
draw the devaluated Taiwan Currency 
about US$10 million are needed. 


Secondly, facing the lack of capital 
internally, Formosa must solve its 
problem by the import of capital. Un- 
der the present situation, international 
cooperation is indispensable for the re- 
covery and the further developmemt of 
productivity. In Formosa, nobody 
holds that international cooperation is 
the same as imperialist invasion re- 
gardless of whether it is done on equal 
basis or not. Any kind of investment 
would be welcome, and its rights would 
be fully respected by the Formosans. 
More than ‘JS$30,000,000 of private 
investments and the same amount in 
loans would be engugh to serve the 
purpose. 

Thirdly, it is a fundamental neces- 
sity of agricultural reconstruction to 
supply sufficient fertilizer and to re- 
pair the irrigation system. At present, 
available fertilizer in the Island com- 
pared to the total demand is nothing 
more than a drop in the bucket. Nitro- 
genous fertilizer is the most desirable 
one for Formosa, for there are few 
other suitable raw materials in the 
Island. A large scale factory should be 
possible together with which the de- 
velopment of electric power and sur- 
plus products can be exported to the 
Continent. 

The irrigation system has been weak- 
ened since the Chinese occupation, es- 
pecially owing to the reckless deforesta- 
tion and state of disrepair of irrigation 
system. According to the statistics of 
the Bank of Taiwan, the Irrigation 
Bureau of the Government has already 
borrowed about one-fourth of total 
available loans, however, under the 
ccrrupt regime, this only means the 
acceleration of inflation and the per- 
sonal a@nrichment of a few Chinese 
officials. The result is that in spite of 
a gteat and enterprising plan, most of 
the equipment is in its former state. 
The irrigation system is so different 
from ordinary enterprises having close 
relation to the farmers, that its recon- 
struction should he entrusted to irriga- 


tion association: of all farmers and 
land owners within the districts. 
Fourthly, the exploitative system 


such as the sugar policy of the past 
must be abolished after the re-eman-~- 
cipation. It is a grave problem and 
need prudent consideration. However, 
principally speaking, it is reasonable 
that any kind of control of the balance 
between cane and rice should be done 
at the expense of the community at 
large and never at that of individual 
farmers. 


Fifthly, for industrial development, 
raw materials must be imported, main- 
ly from the Continent, Hainan, Philip- 
pines and other Southern cou-tries. 

Sixthly, at the present status, For- 
mosa cannot produce machinery and 
machine tools, and depends completely 
on foreign products. For the time be- 
ing, this deficiency may be solved part- 
ly by the exchange of commodities 
with Japan. 
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ECONOMIC NEWS FROM AMERICA 


By E. Kann 
(Special to the Far Eastern Economic Review) 


As is evidenced by the most reliable 
barometer, the New York Stock Ex- 
change, the economic position in the 
United States is by no means so rosy, 
as it appeared a year ago. The infla- 
tionary movement has definitely been 
halted. Recessions in prices, while 
quite appreciable, do not border as 
yet on deflation. Food prices have de- 
clined to the extent of from 12 to 14 
percentum. Non-ferrous metals have 
fallen, especially lead, from 21% cents 
a pound to 15 cents, while zinc receded 
from 171% to 15 cents. Reductions in 
copper quotations are expected to be 
announced very soon. 

Building activity is slowing down 
The 1939 (pre-war) cost of putting up 
a certain residential house was $5,000. 
By October, 1948, the erection of an 
identical structure cost $11,000; today 
the cost would be 10% less. Insurance 
and other mortgage companies are hold- 
ing back with advances against newly 
built residences, seeing that these are 
very difficult to dispose ef. Actually at 
present about 6,000 houses are for sale 
in the Los Angeles county alone. 


Rubber in America dropped to the 
extent of about 25%. However, de 
mand is likely to continue, because 


Government must replace old lots with 
newly bought material. Aluminium 
scrap declined from 6 to 8 cents a 
pound; steel scrap. also turned about 
20% below the top. Rayon yarn de- 
clined to such an extent, that recent 
quotations are considered the lowest 
on record. This fact accounts for a 
reduction in the output of rayon to the 
extent of from 30 to 50%. 

Farm products prices are about 10% 
lower by the end of March, 1949, when 
compared with a year ago. However, 
America’s farmers still are’ very well 
off, enjoying the most active support 
from Government, which latter guaran- 
tees minimum prices for farm output. 
Last year’s crops. were excellent, and 
this season’s harvest is expected to be 
just as bountiful. Speaking generally, 
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Seventhly, further development of 
electric power is urgent. The geogra- 
phical position is favourable for water 
power, the cost is cheap, so that if the 
problems of capital and machine are 
solved, it is casy to develop it more 
than five times of the present output. 

Eighthly, and lastly, the most im- 
portant point is how to reopen trade 
and recover markets. Formosan eco- 
rnomy has been organized as a colonial 
one throughout fifty years, consequent- 
ly, even though politically separated, 
the economic relation between Japan 
and Formosa cannot be terminated. On 
the contrary, the trade relation be- 
tween them should be closely rearrang- 
ed in the near future. Because of her 
geographical position, Japan needs 
many agricultural products of For- 
mosa, while Formosa demands many 
industrial products of Japan. Other 
markets such as Korea, Manchuria, 
and the Chinese Continent are also to 
be developed, however, this depends on 
political conditions cf those countries. 

— Alfred P. L. Khu. 


farm commodities to decline; 


the farming population in the United 
States remains in an excellent condi- 
tion havimg only in rare instances to: 
care for the repayment of mortgages. 
As is well-known, the American farmer 
can readily obtain loans from the Trea- 
sury against his produce, or he can 
sell outright to Government. The lat- 
ter has by now nearly tour billion 
dollars tied up in such transactions. 

A new scheme is under way, in terms 
of which the authorities would permit 
yet as- 
sure farmers a stable income by paying. 
them subsidies in cash. Secretary of 
Agriculture, Charles F. Brannan, would 
fix, subject to agreement by Congress, 
the more important farm products at 
the following guaranteed minimum 
levels: Wheat at $1.88 a bushel; corn 
at $1.46; rice at $2.26; soya beans at 
$2.54 a bushel. Cotton would be per- 
mitted to drop to 28 cts. a !b; peanuts 
to 10 cts; tobacco to 49.2 cts; butter to 
67 cts; chickens to 39 cts. a pound. Eggs 
might go as low as 46 cts. a dozen; 
Potatoes to $1.59 per bushel; cattle 
beef $16.90 a cwt; lambs $18.40 and 
hogs $19 per cwt. Wool would be sup- 
ported when dropping to 50 cts. a 1b. 
and oranges to $1.96 a box. 

While the rural population is thus 
being taken care of, there is no denying 
that at this juncture farmers are hold- 
ing back as regards new acquisitions, 
not merely lu»:uries, but such necessi- 
ties as farm machinery, trucks, etc. 
Seemingly the agriculturists instine- 
tively feel that we are on the eve of a 
buyers market, so that most of their 
needs would probably become avai!- 
able shortly at lower prices. 


OIL 

Just a year ago the oil industry 
was at the peak of its popularity. 
Oil shares were the great fashion. 


And justly so, for 
Stock Exchanges were constantly ad- 
vancing, due to an interminable de- 
mand for oil in all its stages. Not 
only were larger quantities wanted 
for heating and for diesel engines, 
but gasoline’s uses for airplanes and 
motorears mounted rapidly. On top 
of these natural developments Govern- 
ment was accumulating stockpiles cf 
oils in all its forms. 

Due to the rapidly extending em- 
ployment of oil prospecting for 
new wells continued with vigour, so 
that the output was considerably in- 
creased,—up to a_ saturation point. 
Such a position was reached in 
January, 1949. First it was residual 
fuel oil which suffered a sharp de 
cline in both demand and price. While 
the consumption of gasolyne has been 
well maintained, (it must be admitted 
that it runs about 10% above the same 
period of 1948). the rate of supply is 
deemed ample for anticipated demand. 

Here a few words. regarding the 
motorcar industry in America might 
fittingly be inserted. Almost all the 
auto factories have been doing very 
well, except a few like Graham-Paige. 


quotations on the: 
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Outlook for Business in the U.S.A. 


There was little change in the state 
of business, which is mostly slow as 
compared with a few months back, or 
In general sentiment, which continues 
cautious, In some cases order books have 
been built up during a period of cur- 
tailment, or seasonal expansion is 
occurring, and workers previously laid 
off have been rehired. However, new 
layofls also have been reported. The 
Number of people on the unemployment 
compensation rolls has continued to rise. 
Trade has been sluggish, with with de- 
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Until quite recently one had to wait 
for a new car ordered for a year and 
longer. Now the position has suddenly 
turned in sympathy with the general 
trend. Car manufacturers have wisely 
lowered prices on their own account, 
saying that nowadays steel is readily 
obtainable for all purposes, The steel 
industry is still working at nearly 89% 
of capacity, but unquestionably it sees 
the writing on the wall. 

__To revert to our subject, oil: Pro- 
Tits of oil concerns during 1948 were 
extremely good. True, they were not 
all haided vit to shareholders, but 
to the extent of averagely three-quar- 
ters of the total retained for either 
new prospecting, or for heavy replace- 
ment costs, or as additional working 
capital. Entirely of their own voli- 
tion most oil companies have volun- 
tarily reduced output, so as to prevent 
glutting the market with excessive 
stocks. 

- Oil experts look for a reduction up 
to 25% in the 1949 profits of Ameri- 
can oil concerns. However, this de- 
ficiency can be made good, provided 
that capital expenditure can and will 
be reduced a similar extent; and 
that, furthermore, earnings retained 
by the companies in their business 
will be 64%, instead of 73% of the 
total. 

During the first three months of 
1949 domestic crude oil production in 
the United States was cut more than 
'700,000 barre!s daily, or over 12%. 


CUTLOOK 


The foregoing features are an un- 
mistakeable road-sign of economic 
conditions im America. Undubitably 
we are witnessing a recession from 
exceptionally prosperous times. But 
it would be a mistake to consider the 
change of conditions as deflation or 
acute depression. The year 1948 wit- 
nessed the disbursement of 20 billion 
dollars by corporations to their share- 
holders. This represented a record 
and need not necessarily be reached 
or surpassed in 1949. Even 10 to 20% 
less in the way of dividends will make 
a good showing, for it would still 
constitute an above-the-average  per- 
formance. 

Under the circumstances described 
it is understandable that unemploy- 
ment has increased in USA; however, 
pot yet to an alarming degree. So 
far wholesale firms are the ones who 
have suffered most; manufacturers 
so far were affected to a lesser de- 
gree, while retail stores still are the 
lesser mourners. 


partment store sales during February 
running below a year ago. 

The fact which dominates current 
conditions is that people and business 
alike are spending less freely. Some 
people have been priced out of the 
market because inflation made things 
too expensive to buy, some have had 
declines in dollar income, some have 
contracted all the debt they want to 
carry, and some think the time has come 
to increase their savings, All have 
bought heavily during the past two or 
three years and no longer need things 
as urgently, and many now think they 
will get lower prices or better quality 
by waiting. Among business men the 
influences are much the same, plus the 
fear of inventory loss as prices decline. 
The common policy is to shorten stocks 
and keep commitments down. The 
resulting drop in orders is multiplied 
as it works its Way back to the primary 
industries. , 

In overall industria] production, cur- 
tailment has not proceeded far, The 
coal markets have been slow, and opera- 
tions have been cut moderately in bit- 
uminous and sharply in anthracite. 
Petroleum output has been rediuced. 
Lumber production is down. Brass mills 
are on short time. The textile and shoe 
industries are curtailed. Cutbacks 
similar to that which began in cotton 
goods a year ago have now spread to 
household equipment items and other 
durable goods. But even with the slow- 
ing down in these areas, the index of 
industria] production, which in October 


stood at the peacetime record of 195 
BS vig ae in January was. still 
91. 


Apparently the February rate ha: 
continued close to that figure. Overaii 
activity is-supported by record-breaking 
steel output. Automobile assemblies are 
high and are scheduled to move higher. 
Many other industries, including utility 
and railroad equipment, most of the 
machinery and chemical groups and 
food products, continue to operate 
almost at peak rates. 

Despite the increase in 
ment more people were at 
in January than a year earlier, 
57.4 million against 57.1 Personal 
incomes have been running well above 
a year ago. Latest estimates were tor 
December, when total personal income 
was at the seasonally adjusted annuni 
rate of UiS$220.8 billion and disposable 


unemploy- 
work 


income $200.5 billion. Both figures 
represented new all-time peaks and 
compare with $207.7 and $185.1, res- 


pectively, a year earlier, L 

Probably . employment has dropped 
since the Jaunary figures were com- 
piled, but it is unlikely that income 
totals have declined much. Unemploy- 
ment compensation and other welfare 
benefits help maintain personal income, 
and farmers’ cash receipts have not 
suffered from the decline in farm orices 
as much as people may think. Farmers’ 
cash income in February was possibly 
10 per cent higher than a year ago, 
owing to large sales of livestock ana 
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corn. Januany cash income was lower 
than last year, but on this showing the 
total for the first two months has been 
up a little, 

With people still receiving record- 
breaking incomes, the present slacken- 
ing evidently is not due fundamentally 
to shrinkage of buying power. It seems 
more correct to say that the main cause 
is the filling up of pipelines and what 
may turn out to be the end of voluntary 
inventory accumulation, which has 
augmented current demand for the past 
several years.  Olther causes are the 
uneven effects of inflation, which has 
priced people with lagging incomes out 
of the market, and the psychological 
influences diminishing the will to spend. 
Not only are the most urgent wants 


satisfied, but expectation of lower 
prices is widespread. 
* * * ae 


Any examination of the causes of the 
slackening should also recognise two 
influences which will soon turn the other 
way. One is the reappearance in some 
industries of seasonal trends, which had 
disappeared during the inflation. Mid- 
winter slackness, notably in lines con- 
nected directly or indirectly with out- 
door work, is common in normal times. 
Similarly, a “Spring rise’ is expected 
unless conditions are generally un- 
favourable. In a_ short time the in- 
fluences which normally bring such a 
rise will be operating again. 

The second influence is also seasonal 
in character, namely, the fluctuations of 
the Federal Government’s receipts and 
expenditures. During the first quarter 
of 1949 the Treasury may have a cash 
surplus of $4 billion, reflecting the 
January 15 and March 15 income tax 
collections and the unusual amounts of 
social security taxes and withheld in- 
come taxes transmitted in February. 
In essence, the Treasury during these 
three months is taking away from people 
and business perhaps $4 billion more 
than it is paying out to them, This 
surplus, however, will not continue. 
With rising expenditures, the Treasury 
will have a cash deficit for the last nine 
months of 1949; it will pay out io 
people more than it takes from them. 

Whether business fluctuations are 
much influenced by such variations in 
the Treasury’s position can hardly be 
proved one way or the other, but the 
softening under similar conditions both 
in early 1947 and early 1948, and the 
subsequent recoveries, give svoport to 
the possibility. In any case, this and 
other seasonal influences will within 4 
few weeks swing over to the favourable 
side. 

With an eye on these influences, hopes 
of a coming improvement in sentiment 
and a more stable situation are enter- 
tained. From this point of view April 
will be a significant month. If employ- 
ment fails to show a vigorous rise and 
trade and markets register no improve- 
ment, the disappointment is likely to 
produce a fresh wave of hesitation and 
slackening. 

The question of first importance, how- 
ever, is not whether seasonal improve- 
ment will or will not show, but what is 
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the fundamenta] situation. The dangers, 
if a cumulative weakening of sentiment 
should set in, are apparent. The people 
of the U.S. enjoy a standard of living 
farther above a subsistence level than 
those of any other country in the world. 
By the same token more of their wants 
are postponable. Uncertainty and cau- 
tion are contagious. The psychological 
element will influence all who are 
making up their minds whether to run 
the old automobile or the old re- 
frigerator another year. It wil] influence 
business decisions not only in current 
buying but in plant and investment ex- 
penditures, These are vita] matters in 
the outlook, j 

Moreover, everyone recognises that the 
long inflationary rise leaves malad- 
justments in the situation. Some prices 
have to come down, and some stocks of 
goods have to be worked off. Some 
people, who lack capital, ability, or ex- 
perience to make a success of business 
except in times of inflated demand and 
sellers’ markets, will have to make way 
for more efficient competitors. 

On the other hand, there are also 
virtual certainties on which observers 
agree, and which argue against the 
development of a downward spiral, One 
is that the Government will be spending 
more, which is a counter to private 
defiation, Another is that an important 
segment of business investment, such as 
the utility program, and of constrvc- 
tion, including state and local zovern- 
ment institutions, highways and the 
like, will go ahead under any conditiong 
because the need will not permit defer- 
ment. Still another is that the ECA pro- 
gram assures the country of an export 
surplus. Farm price supports, stockpiling 
of nonferrous metals and other strategic 
materials, unemployment compensation, 
and an easy money policy are all 
cushions supporting the economy during 
an adjustment period. Financially, the 
economy is strong and liquid. Not only 
is current income backed by an unpre- 
cedented volume of liquid assets, but 
there is no such structure of private 
debt and no such evidence of financial 
strain as has preceded past periods of 
general and severe liquidation. 

Finally, the economic adjustments 
which experienced people have _ re- 
cognised to be necessary are making 
progress, It is not correct to think that 
all business and all prices rose concur- 
rently to a uniform climax last Sep- 
tember or October and that all are now 
suddenly faced with the need to retrace 
their steps. On the contrary, adjust- 
ments were under way in some cases 
long before the overall indexes reached 
their peak. In cotton goods the top of 
prices and market activity was reached 
at the beginning of 1948. The price 
decline since then has been nearly 50 
per cent in some constructions, and 30 
or 35 per cent in a good many. From 
January 1948 to January 1949 the mill 
consumption of raw cotton dropped 22 
per cent. This is a considerable ad- 
justment. 

Department store buyers have been 
shortening commitments. At the end of 
1948, according to figures collected from 
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Problems of Trade, Industry and State Enterprises 
in the Philippines 


At a recent meeting of business 
writers in Manila two prominent Phi- 
lppine business men outlined the pro- 
blems of Philippine trade, indus- 
trialisation, labour-management  rela- 
tions and the establishment and opera- 
tion of state owned enterprises. An 
ertract of these opinions—the first of 
Mr. Andres Soriano, the second of 
Mr. Gil J. Puyat—follows. 

At the root of our economic troubles 
lies the fallacy that the best way of or- 
dering economic affairs is to place 
the full responsiblity for all crucial 
decisions in the hands of the Govern; 


ment. This is an error which, driven 
to its logicial conclusion, can | bring 
upon this country untold miseries. 


The post-war pattern of economic de- 
velopment evolved for the Philippines 
is confused. In regard to the program 
for the development of the economy 
of this young Republic let us take the 
case of the National Development 
Company. What were the late Pre- 
sident Quezon’s reasons for its creation, 
and has it fulfilled its great objec- 
tives? It was organized as the in- 
strumentality of the Philippine Gov- 
eyunment to assist in the exploitation 
of Philippine resources, the develop- 
ment of industry, and the general ad- 
vancement of Philippine economy by 
Jending a helping hand to activities 
and industries in which private capital 
was not available. This assistance 
was conceived to involve and include 
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296 stores, outstanding orders for mer- 
chandise were 46 per cent beiow a year 
ago, and although stocks were 6 per cent 
higher, stocks plus orders were lower 
by 15 per cent. So far in 1949 buyers 
have been equally conservative. This 
also is a considerable adjustment, — 

Other industries which sometimes 
ago, in varying degrees, experienced a 
decline and cut their cloth accordingly 
include glass containers, tires, amuse- 
ments, furs, jewelry, beverages, cos- 
metics, shoes and leather goods, radics 
and fractional horse-power motors. Air- 
eraft and shipbuilding have come 
through postwar adjustments io bet- 
ter times. In other cases the pipelines 
have filled up more recently, and the 
shock of change is relatively new. 
Nevertheless, belief that all the trouble 
is stil] ahead and nothing behind over- 
simplifies the situation. 

The decline «1 farm prices is also an 
adjustment, and a _ considerable one, 
toward a better balanced price structure. 
It reduces farmers’ income and may 
also reduce the incomes of people sell- 
ine to the farmers. But it will increase 
the real buying power of many neople 
whose incomes. will not be affected, 
including in general the large group 
of fixed income recipients and white 
collar workers who have been the real 
victims of inflation. Most important of 
all, through its effects in turning the 
cost of living trend downward, it lifts 
the basic pressure which has been the 
driving force of the wage-price spiral. 
-—-The National City Bank of New York. 


auxiliary financial participation with 
private companies qualified for an 
undertaking by having made _ the 
necessary research and being possessed 


of the required technical ‘“known- 
how”. It was only when private 
capital was not sufficiently available 


for a desired project that the Govern- 
ment, through the N.D.C., was to con- 
sider undertaking the new enterprise 
by itself for the benefit of the nation. 
Furthermore, once the Government 
should have demonstrated the profit- 
able nature of an enterprise, it should 
dispcse by sale of that particular 
operation in favor of private business- 
men and technical experts. Thus the 
Government would have a revolving 
fund available to pioneer in other 
fields. 

This original policy of government 
participation in industrial develop- 
ment—a participation primarily of a 


temporary and auxiliary character— 
has not been strictly adhered to in 
the post-war period. It should be 


radically altered since it appears that 
the Government will be competing 
with private enterprise and will try 
its hand in every conceivable venture. 
On the other hand, the  two-billion- 
2so plan of economic expansion pro- 
vides just the type of financial assis- 
tance envisioned originally. 

It is natural that in a new natiqn like 
the Philippines a marked nationalistic 
trend should initially be dominant in 
all its economic plans. Yet, we must 
not forget that we are a part of the 
world and, in the longterm view, what 
is the position of the Philippines to 
be with respect to its international 
economic relations? Before proceeding 
on any road, we should know definite- 
ly where we are heading for. 

Foreign capital has repeatedly been 
invited to participate in the economic 
development of the Republic. How- 
ever, the extent of foreign investment 
up to now hag been a disappointment. 
But what concrete program has been 
outlined to attract, what definite as- 
surances. given to _ induce, foreign 
capital to invest heavily in the Philip- 
pines? 

When a country like the Philippines 
is favored by its climate  canditions 
and geographic position to produce 
certain products which give it a prac- 
tical world monopoly, is it economical- 
ly safe to carry out a_ program of 
complete industrialization whereby 
long established industries in some 
other parts of the world will be under- 
mined and unemployment there in- 
creased? If we wish to maintain our 
right to supply markets with products 
we are in a position to command and 
control, must we not keep the corres- 
ponding idea jn mind, in our over-all 
position in the world trade, of our 
need to purchase goods which other 
countries can better produce and 
manufacture? Let us worry about the 
rehabilitation of our abaca industry, 
for example, and allow some other 
countries to worry about providing 
us with nails and condensed milk. 
What is our goal? The industrializa- 
tion of the country, to the point of 
self-sufficiency regardless of the econo- 
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mic price, the cost of the products 
manutactured to be borne by the 
people? A preposterous idea! Will 
this country continue to be an exam- 
ple of democratic principles, or is its 
goal to be one approximating econo- 
mic autarchy? ; 

Years ago when asked about the 
extent and type of industrial develop- 
ment that the Philippines should 
adopt, my thoughts then were as they 
are now, that, in addition to the 
vigorous development of those natural 
resources of the country for which 
there are world markets, a progam 
should be laid out which would co- 
crdinate our industries with the pro- 
aucts of our soil that will obtain world 
markets on a semi-processed and not a 
final manufacturing stage. 

An illustration of this industrial 
ceve-opment is the celluose and paper- 
pulp program. Such a program would 
utilize resources practically wasted, 
such as cana bojo, and_ utilize the 
cellulose content of ramie as a by- 
product. Another is the use of 
maguey and abaca waste for the 
manufacture of cloth for bags which, 
apart from substituting the imported 
jute or Hessian cloth containers, may 
find a demand in other parts of the 
world. The development of the ramie in- 
dustry will open up large agricultural 
possibilities in this country. The 
world demand for ramie is at present 
restricted due to the limited produc- 
tion of the fiber, so limited that tex- 
tile mills would not be justified at 
present in making changex in their 
tooms to weave the processed fiber, 
a condition which would pe altered 
with adequate supply. Climatic com- 
ditions in Mindanao are _ definitely 
highly favorable to the cultivation of 
this plant which is only awaiting ex- 
ploitation to satisfy a world need. 

The studies presently being made 
by the National Power Corporation 
and the Westinghouse Survey for the 
eventual utilization of the power and 
energy, now wasted, from the rivers 
and water sources of the country, 
illustrates the constructive function 
of government aid. The electric power 
so developed will insure to industry 
and other consumers a potent means 
of accomplishment at most advantage- 
ous and reduced prices. 

Availability of cheap hydro-electric 
power would place within the reach 
of the Philippines the production of 
commercial fertilizers and other need- 
ed heavy chemical industries. The 
Philippines is essentially an  agricul- 
tural country and an important, if 
not the main, deterrent to agricul- 
tural sufficiency is the lack of cheap 
commercial fertilizers. With the avail- 
ability of fertilizers the important 
sugar industry of the Philippines 
would be substantially advanced by 
the increased yield of its sugar-cane 
fields; cultivation of the ramie plan- 
tation will be feasible. As an aid to 
the cultivation of rice, the result 
would have world import. Not only 
would the Philippines become a 
granary to protect its own food sup- 
ply, but it would join Siam, Burma, 
and Indo-China as an exporter of this 
food and provide insurance against 
famine in Asia. 

* * * * 
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Agriculture, which is still the main 
source of the income of the 
1s in an under-developed state. Our 
agricultural methods and practices 
are, to use an _ exaggeration, still 
medieval. The reasons for this back- 
wardness have been known to us all 
these years, and while we have made 
attempts at palliatives and at times 
have shown a resolution to attempt 
basic remedies, our interest in applying 
these remedies has been unsustained. 
The only encouraging sign on the 
horizon seems to be our belated de- 
cision to really develop irrigation on 
a big scale. We are doing very little 
in research and in experimentation, 
activities which in all forms of human 
endeavor, are foundational to ac- 
celerated progress. 

Our leaders, both in and out of the 
Government, have accepted the ne- 
eessity of industrializing the country. 
The plans and proposals for such a 
program have been’ varied and con- 
flicting. However, no matter what 
the methods may be or the approach 
that may be adopted, there is unani- 
mity in our thinking that to increase 
the national income and to enhance 
the earning capacity of our people, 
there is need for industrialization. The 
emphasis laid on this phase of our 
national activity was set in bold re- 
lief when we applied for a loan with 
the International Bank for the develop- 
ment of water power at various 
strategic points in the Philippines. 
The exhaustive studies made are an 
eye opener in visualizing how these 
various industrial projects, if carried 
out, could reshape our economy. 

The Philippine peso today is stable. 
It enjoys a sound standing because of 
the dollar reserves we have piled up 
in the United States in the _ past. 
Studies show that unless we radically 
improve our foreign trade and decrease 
the unfavorable balance against us 
by the time the different eources of 
dollar revenues will dry up (1951), it 
will be a serious matter for our Gov- 
ernment to maintain the position of 
the peso. Our commerce is _pre- 
dominantly in the hands of aliens. 
Our industries are in like, if not as 
serious, a predicament. Our system 
of public instruction which was initiat- 
ed at the turn of the century and 
which had for its principal objective 
the supplying of personnel for govern- 
ment service, continues to lay undue 
emphasis on the professions though 
we have known for years that a 
saturation point has been reached in 
many of these professions and in some 
cases an over-supply actually exists. 
Vocational schools and _ technological 
universities of standing are still in 
this country, to use another exaggera- 


tion, a figment of the imagination. 
Our public xtilities ‘eave room for 
improvement, and our merchant 


marine is still in its skeletal formation. 

Thess facts must lead to the con- 
clusion that the country and its pro- 
ductive agencies have neither develop- 
ed the proficiency nor the capacity to 
maintain the rather elevated standards 
of living that we have adopted. While 
we bave shown a ready inclination 
to adopt the American standards of 
living, we have mot been as apt 
pupils in adopting American proficien- 
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cy in the industries. And while 1949 
finds us in this state of economic 
stagnation, with no immediate signs 
of revitalization, we find ourselves 
carried along in that universal cur- 
rent which has for its inspiration and 
motivation the uplift and betterment 
of the masses. Our Goverment, and, 
for that matter, any other govern- 
ment, can ill-afford not to subscribe 
to so humanitarian and laudable a 
program. There can be-no controversy 


as to the reasonableness of adopting 
it for our people. And yet, while we 
may be committed to this program, 


judicious thinking counsels us that 
in adopting measures for the better- 
ment of our masses, the capacity and 
the ability of our productive agencies 
should be taken into account. These twe 


basic features of our developmental 
program should be kept in _ fime 
balance, otherwise we may retard 


and even ruin the development of our 
productive agencies. A dispropor- 
tionate emphasis laid on social ameli- 
oration, when neither our productive 
ability nor capacity will support such 
a program, would conduce to calamity. 

industry can pay labor generously 
or niggardly in direct proportion to 
industrial ability amd capacity. Giv- 
ing labor a share beyond this poimt, 
is in effect a liquidation of capital. 
And the harm that will ensue will 
be felt by society at large. 

It might ba well for us to consider 
in deciding the pattern of our econo- 
my to take into account that, geogra- 
phically, we are in the midst of coun- 
tries characterized by cheap and un- 
skilled labor. The average monthly 
income of a Japanese ijaborer today 
is 6,000 yen. Converted -at the official 
rate of 270 yen per dollar, this is an 
approximate $22, or pesos 44, monthly 
income for the Japanese laborer. The 
average daily income of a laborer in 
India is much less than a peso. , We 
do not have statistics on the average 
labor wage in China, in the Dutch 
East Indies, or in Malaya. We can 
only surmise that the wages there are 
not much higher or would be along 
the same levels as those mow prevail- 
ing in the two countries mentioned. 

Both officially and in private, the 
desire to welcome foreign capital to 
invest here has been made manifest. 
For some reason or other, that capital 
has not come in sufficient volume to 
affect even fractiorally our economy. 
The word has gone around that the 
Philippines is one of the most ex- 
pensive places to live in in the world 
today. The same holds true with our 
cost of production. Here we have the 
paradox that while the commodity- 
index has gone down and the trend 
is for it to continue to go down, the 
demand on the part of labor for in- 
creased wages is continuously assert- 
ed. On top of this, the fact must be 
admitted that our labor today is not 
as efficient as it was before the war. 
Thess factors are not conducive to 
attracting foreign capital to our shores. 

There is a limit to what our indus- 
tries can bear. What should be done 
here, and this should receive the 
support of both iabor and manage- 
ment, is not to further raise the wage 
level but to provide for a broader oc- 
cupational base, so that instead of 
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Economic Reports from the Philippines 


Manila Real Estate Market 


_The Manila real estate market con- 
tinued firm as to prices during March. 
Volume of sales was slightly higher 
than for the previous two months, pre- 
liminary figures showing sales. of 
P2,396,578 during March, as compared 
with P2,017,139 for February and 
P1,889,925 for January. The number 
of transactions likewise showed a siight 
increase. 

Residential rentals. after having 
eased off during the past six months, 
seemed to have reached a_ point of 
stability. Much of the 1946 rental con- 
struction which was leased on the basis 
of very high building costs, is now be- 
ing rented on the basis of today’s re- 
placement. costs, which are expected to 


continue materially unchanged for 
scme time to come. Demand for de- 
sirable rental properties is brisk, but 


tenants are now demanding more in 
the way of amenities than they expect- 
ed two years ago. 

City planning proposals hava tended 
to slowup rehabilitation in some sec- 
tions, owing to the efforts of public 
officials to anforce the proposed new 
building-lines before these have been 
Officially approved and new  rights- 
of-way acquired. Late in March, what 
promises to be a test case was filed 
with the courts, in which an applicant 
for a building permit seeks a man- 
qgamus compelling the city engineer to 
issue him a building permit, although 
the planning office kas proposed a street 
encroaching upon his lot without offer- 
ing to compensate the owner. Ihe 
outcome of this case is watched with 
iiterest by real estate and building in- 
terests. 

It is generally recognized that con- 
siderable street widening is needed in 
Manila to meet growing traffic volume. 
The City of Manila has an area otf 3,600 
hectares (9,000 acres), but the area de- 
voted to streets is only 11.4% (410 
hectares), compared with the generally 
accepted 20% which community plan- 
mers consider necessary. The City of 
Manila is seeking authority tor issuing 
a P40,000,000 public works bond issue 
to provide the funds for street widen- 
ing and construction, as well as other 
permanent public improvements. Fin- 
ancial circles consider the amount 
sought to be well within the paying 
capacity of the city, being less than 
10% of the value of the taxable realty. 


one wage earner supporting a big 
family or two or three families, there 
would be several wage earners in one 
family. Instead of encouraging our 
masses to rely and depend on the 
Government for its welfare, security, 
and uplift, this plan would provide 
more enduring results because it 
would not be a drain on any one sec- 
tion of our population or on govern- 
ment revenues, but would be a 
participation in increased production. 
Unless we reorient our policies so that 
these objectives may be achieved, in- 
dustrialization in this country will 
progress at a snail’s pace; further, 
our industrial program may remain a 
perennial dream. 


Another city project for which au- 
thority is sought, is the issuance of tax- 
anticipation warrants, bearing 3% in- 
terest, for the purchase ef odd strips 
of land needed for street widening. 
The warrants would be divided in 15 
annual installments, acceptable in pay- 
ment of real-estate taxes over the 15- 
year period. The warrants would be 
negotiable. If approved this would ex- 
pedite the acquisition of rights-of-way 
for urgently needed street widening in 
congested districts. 


Manila Power Output 


(in kilowatt hours) s 
1941 Average — 15,316,000. 
1949 1948 
January 33,745,000 27,301,000 
February 31,110,000 26,021,000 
Mare r se. 5 34,615,000 26,951.000 


In 1948 total electric power produc- 
tion : —361,510,000. 

The increase in March over February 
output is due mainly to February hav- 
ing only 28 days. This increase over 
March, 1948, was 7,664,000 or 35%. 
Manila Share Market 

Mining share prices have continued 
to sag during the past month. With 
buying interest at a very low level, 
small-scale necessitious selling has been 
sufficient to drag the market down in 
a series of very inactive sessions. 

The recent trend probably reflects 
the local business outlook, which is un- 
inspiring at the moment. Export prices. 
with the exception of sugar, are easier, 
most importers are overstocked with 
goods, and credit is tighter. In addi- 
tion, recent political scandals are not 
conducive to investment confidence. 

For the present, therefore, the line 
of easiest resistance appears down- 
ward, but the technical position is im- 
proving and any constructive develop- 
ments couid cause a sharp rebound, as 
there is little stock offering at current 
levels. Evidence of the market’s ability 
to respond to good news was provided 
by Surigao Consolidated which moved 
against the general trend on reports of 
a substantially increased monthly pro- 
duction rate from now on. 


Copra & Coconut Oil 

Copra prices in Manila during March 
fluctuated rising from a low of 33 to 
as high as 41 pesos only to drop back 
at the close to between 35 to 37. Sup- 
plies were very short in February, but 
were improving in March. particularly 
because of shipments received from 
southern parts. 

Copra shipments for February total- 
led 38,655 toms, a substantial drop as 
against 63,148 tons in Fébruary, 1948. 
The breakdown follows: 


U.S. Pacific Coast and Canada _ 8,537 
US RAtLanvC.COaSts ncas ann hn 5.710 

DiS 4botal, (cairn ee aise 14,247 
FIVAMCGig < euatncyess <8 eanereiescec eee 5,050 
MPEMINAT KE Onimaatnukte. ae 3,000 
LEB ieudeancuetieticcan trekeareaas Rhee ok 3,994 
IN OL Wid Vaowonralentisleiecs: sonny sieincthastomee ses 2,400 
BizOmera, uae ence ciara ectateets 2,914 
HGS teh y tetera: caer cath eae 6,000 
HOlatidvesen sen naan ae cae 1,050 

OAL) Soarne timts.ats:8 cin nrtee matics 24,408 

Grand Totalo nce: nett nets 38,656 
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It is expected that March shipments 
will be considerably heavier. 

Oil shipments were again negligible, 
totalling 2,598 long tons consigned as 
follows: 


US, “Atlantic! Coast 4.5... ee 2,107 
Taly cea et natn ese 491 
Totah “Se Pe re ane ate eens 2,598 
Exports in February 
Exports continued to show increase 
for the current year over last year. 


85 vessels lifted 199,143 tons, as com- 
pared to 79 vessels lifting 143,414 tons 
during February, 1948. 

‘Principal exports carried during the 
month under review, compared with 
exports during February, 1948. are as 
follows: 


February February 
1949 1948 
Alcohol 28 tons tas 
Buntal fibre 7.) eres = 
Coconut, .- 
desiccated 8,545, 6,245 tons 
Coconut oil 2,598 PP ae 
Concentrates, 
copper re by 177 
“gold BOT tis 12 
Copra 38,655. 84,950 _ ,, 
Copra cake, 
meal FSR 45 3.453 
Embroideries SET iy 43 
Fruits, fresh 7 se _— 
Furniture, 
rattan TO: day 424 ,, 
Gums, copal BO e4y Sinead 
Hemp 66,735 bales 62,678 bales 
Household 
goods 231 tons 85 tons 
Junk, metal 20,211 ,, 4,374 ,. 
Logs 988,350board 632,704board 
feet , feet 
Lumber 2,918,245 ., 200,239 
Molasses 1,332 tons _— 
Ores, chrome 28,150 ,, 26,600 tons 
» Miron 5.890. yy _ 
» manganese 1,400 _,, _ 
Pineapples, 
canned 2.634...» —_ 
Rattan, palasan 54 ,, 120 tons 
Rope 82h LSS) ane 
Rubber $2905; 13. 
Shells C2 en. — 
Skins, hides py pee oes 
Sugar, raw 59,373; T3885. 5 
aes 4 ft RR 100° = 7. 
Vegetable oi 
products > es UY eae 
Wines Ee & 1 Sales 
Transit cargo 1,4 ef eee 
Gane cargo 1,982 ,, 4,320 ,, 


RRS PS SEED EERE TE PI 


INDONESIA 


FINANCIAL PROVISIONS FOR 
INDONESIA 


Two bills concerning the economic 
and financial recovery of Indonesia 
and which show the Netherlands faith 
in the soundness of Indonesian fin- 
ances, have been accepted by the 
Dutch Parliament. These bills in the 
first place concern the establishment of 
a Netherlands - Indonesian company 
for financing economic recovery in In- 
donesia, and guaranteeing investments 
in Indonesia. In the second place the 


1949 


FAR EASTERN ECONOMIC REVIEW 


bills the concerned with loans to In- 
donesia, and the guaranteeing of such 
joans. A Commission is at present at 
work on recovery projects in Indone- 
sia as a predecessor of the Recovery 
Bank which is to be established, and 
up to now this commission has ap- 
proved of credits amounting to more 
than 30 million guilders. The Com- 
mission is however not as completely 
equipped as the Recovery Bank will 
be. Taking into account large scale 
damage which Indonesian production 
has suffered, the Bank will no doubt 
find a wide field for its activities. The 
object of this Recovery Bank is to co- 
operate in the reconstruction of In- 
donesia. Attention to oriental indus- 
tries and credits, and participation in 
capital outlay will be its main activi- 
ties. Western industry in Indonesia 
will also be aided in the same way, 
and the Recovery Bank will thus 
operate on commercial lines. As in 
present circumstances Dutch _ enter- 
prise still shows a certain reserve to- 
wards investing new capital in Indone- 
sia, the possibility has now _ been 
created for the Netherlands tc guaran- 
tee such investments, and also to bear 
other risks than the normal commer- 
cial ones. 


Capital investments and guarantces 
by the Netherlands are however not to 
exceed 125 million guilders. A possibi- 
lity is being left open for private in- 
dustry to invest in the capital of the 
Recovery Bank; a separate series of 
shares is to be issued for this purpose. 
The Board of Directors and Control- 
ling Board will be composed equally 
of Netherlanders and Indonesians, the 
Chairman will be appointed by the 
Crown. The Bank will have its offices 
in Batavia. As far as loans to Indone- 
sia are concerned the bills authorize 
the Minister of Finance to arrange for 
loans to Indonesia through the Ex- 
port and Import Bank in America and 
the Netherlands Government up to 15 
million dollars. This must be done 
within the framework of European 
recovery financing. Furthermore, the 
Minister is authorized to guarantee 
Joans granted to Indonesia by the 
Commodity Credit Corporation up to a 
maximum of 25 million dollars. 


It may be recalled that Marshall aid 
for Indonesia is at present being with- 
held. It is however hoped that cir- 
cumstances will soon change and that 
aid will again be made available. 
Credits from the Commodity Credit 
Corporation would open’ the oppor- 
tunity for importing the necessary 
machinery to Indonesia. This machin- 
ery is necessary for stimulating palm 
oil and copra production. 


These decisions taken by the Dutch 
Parliarnent are in accordance with the 
Royal speech of 7th December 1942. 
On the basis of equality, voluntary 
business arrangements can thus be 
contracted between the Netherlands 
and Indonesia in order to stimulate 
mutual welfare. 


BANKA ANDBILLITON IN JANUARY 

AND FEBRUARY 1949 

In January and February Banka tin 
production had 32 mines, 10 dredges 
and 15 private producers functioning. 
Production was 1,284 tons of tin ore, 
compared with 1,225 tons in the pre- 
vious month. The G.M.B. Company 
had 22 sluice dredges and 14 ordinary 
dredges working in February, and pro- 
duced 793 tons compared with 966 
tons is January. 

Export of tin ore amounted to 45,- 
697 tons in 1948, volued at 147.7 million 
guilders: in January 1949 this was 
4,820 tons valued at 17.4 million guil- 
ders, and in February this was 3,900 
tons vaiued at 14.3 million guilders. 

Rubber production was unfavourably 
influenced by continuous rain; as well 
as rice harvesting and wood cutting 
for the tin production, as many 
labourers were diverted from rubber 
tapping for the above purposes. 

In February 1947 there were 37 
smoke houses for rubber in pro- 
duction, and 13 in the course of con- 
struction. In January these numbers 
had been 24 and 11. Buildings for the 
processing cf rubber continue to be 
built. In February 155 of these were 
in preduction, and 81 in the course of 
construction. It is estimated that these 
various processing places have  pro- 
duced 244 tons of rubber during the 
month of February (January 215 tons), 

Total exports through the Customs 
of native produced rubber amounted 
to 4,257 tons in 1948, valued at 4.4 
million guilders. In January 1949, 516 
tons valued at 554,000 guilders were 
exported through the Customs. 

Total exports from Banka and Bil- 
liton of rubber during the year 1948 
amounted to 49,901 tons, valued at 
142.2 million guilders. In January 1949 
total exports were 5,285 tons, valued 
at 17.1 million guilders. 

Pepper production is steadily in- 
creasing. In February 1949, 23,000 new 
vines were planted, so that the total 
was 542,930 vines as compared with 
519,920 in January. 

Rice planted on ladangs (dry fields) 
was nearly all harvested in February. 
20,764 hectares of forest had been 
opened up for dry rice planting and 
17,781 hectares had already been plant- 
ed. At the end of January an area of 
7,482 hectares had been planted with 
tapioca. In February 514 more were 
planted and 434 hectares harvested. 
The total area planted with tapioca 
was 7,592 hectares at the end of Feb- 
ruary of this year. 


Pineapple production is beginning 
to revive. In several places the popu- 
lation has laid out new _ pineapple 
areas. Production from banana planta- 
tions is also increasing. Vegetable gar- 
dens are likewise on the increase, and 
fresh vegetables are obtainable daily 
at the markets although not yet in 
sufficient quantity to satisfy the large 
demand, Fresh cabbage is still being 
imported from Java, and is priced at 
about 2.50 per kilogram at the local 
markets. 
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Hongkong Shipping Returns 
for the first Quarter of 1949 


Ocean Steamers River Steamers Ocean Passengers River Passengers 
Tonnage Tonnage 
In Out In Out In Out In Out 
Monthly Averages 1948 .............. 659,882 651.394 122,834 123,338 23,583 19,547 37,529 38,769 
1949 
CEVA VA civic, 6 CUNY Sc cette orice nen eae 722,280 715.484 141,769 137,319 21,672 15,202 41,523 54.792 
MGI NaAN Ve pins cenitoniie ns seta y Chie Saw 650.886 727 38) 116,360 177,936 19,352 13,168 42,989 51,170 
NESE Ch marae een octal aie whee 750,855 780,820 125,758 124,713 25,632 15,342 48,647 59.529 
Brstmctantern 1O4Qi 7 | x... later. « amie 2.124.021 2.223.685 383,887 439,968 66,656 43,712 133,159 165,491 


HONGKONG OCEAN AND RIVER SHIPPING ENTERING AND CLEARING THE PORT OF HONGKONG 


Monthly Average, 1947 Monthly Average, 1948 January 1949 February. 1949 
Flag Entered Cleared Entered Cleared Entered Cleared Entered Cleared 
No. Tons No. Tons No. Tons No. Tons No. Tons No. Tons No. Tons No. Tons 
PESTS I. aon ane ante: 210.7 312,231 210.2 313,809 269.5 34%.050 269.2 340.494 246 329,479 245 347,210 232 284,874 235 280,610 
American ....... 26.2 143,118 26.0 142.989 26.7 134,896 26.2 133,906 29 139,238 29 139,291 27 149,225 25 234.165 
Chinese 56.465 103.0 57,201 168.2 84,587 167.8 83,339 236 117,540 221 102,397 191 104,887 195 104,472 
Danish 4:8. 19,908 -4:9 20160 168.4..30,778.<28:3 «29,748)-12') 40,512" 105 315105) . 7 Oe2adie Ott 30409 
DIL ENS oy ceys:aair08' OS 52,079) 210:5 ~*~ 52.607 14,814,069. 14.8 73,224) 13 63,004 10. 515101 .17..970:6038..4: Te tee 
BON ac. ganda is 1.4 G2 eae CSO ae ep Oi ert Sie BOO BERO | D000) aa Oka Oa Dee Lae Ee 7,113 
Norwegian ...... 16.8 34,565 16.5 34.849 23.5 54.766 23.4 54,434 25 172,889 30 79,161 24 59,772 24 57,560 
manamaiian, c..4 Go 27454 °6:8 115,938" 6.2) 19,370 6.4) 19462 .11. 43191 "31 44,350) 7 (26.025 oi 24856 
Philippine ....... 4.5 9.095 4.2 $90624 3.9 3:607=. 3-8raes. 010m os 16,659 1 12513 1G TE610) eS 8,220 
Portuguese ...... CS $38) walks 888—> 5:9)2r11' 829 SO wen 840 - 3 SON oe S133 Geen O96. oS 2,096 
MOMGEGISI  Gesihe sie 3.4 9:813% e3e2 9:50595 41.6." ~4,262 s156) 43:81 hoe 7. 17,942 7, 1.9422. Dh 1S B94 aS at os 
UESESE 535 eae eee Ls 4ST gees 4,898 3.5- 9. 66h 36 oe OT 4 1 15236 —— jt Serer Pee 2.171 
MSTNEE Seer eictsy cians 2 .04 880 .05 93 Tig a We te 45222, 9 "3,846. 2’ 6,168" -3._10,548 4 12,.204.. 3 7,844 
Mota Feeds 391.64 667.988 389.65 €69.424 535.5 782,416 534.1 774,732 597 864,049 581 852,803 527 767,246 531 845,317 
Hongkong Shipping Report for March 
OCEAN STEAMERS IN MARCH 
Arrivals Departures 
Ocean Steamers Passengers Ocean. Steamers Passengers 
Flag No. Tonnage No. Tonnage 
British cons 99 268,716 10,610 103 281,346 6,042 
American vee 29 151,126 [18 30 156,137 671 
Chinese .... 73 108,860 2,004 70 G5,142 1,261 
Danish 2.50% 10 29,345 923 10 29,345 161 
Dutch: Wr cic. 20 82,653 6,725 23 99,131 5,935 
Brenchi” Akin. 1 1,875 50 _— — -- 
Greek al si 1 4,280 — -— — —_ 
Korean- bee i. 1 1,808 _ 1 1,808 10 
Norwegian 30 67,230 4,375 30 68,814 1,003 
Panamanian i 10.150 178 7 10,566 189 
Philippine 2 4,246 19 5 10,614 Sa 
Portuguese 5 2.535 4 3 767 1 
U.S.S.R. 1 1,532 — 3 6,391 — 
Swedish 6 16.399 28 6 16,399 26 
T Gal Mehra eee sync —_— —_ _ 1 4,360 1¢ 
Total Foreign 186 482.139 15,022 189 499,474 9,500 
OPA ce eon 750,855 25,632 292 780,820 15,342 
RIVER STEAMERS IN MARCH 
Bunker Coal & Oil in March > j 
During March ocean and river Arrivals Departures 
steamers bunkered in Hongkong a total - : 
of 7,704 tons of coal and 19,717 tons of River Steamers Cargo PassengersRiver Steamers Cargo Passengers 


; No. Tonnage 
oil. Ocean steamers bunkered 6,796 t. No. Tonnage 0 g 


nd 18,588 t. of oil. River British ., 159 85,174 4,548 33,419 160 84,584 5,450 42,185 
Sonera hunkered 988 t. of coal and ChiNese: . 170, 40,684c /8,087,. 15,2880168. 40/1209 2804 MaulmON 


1,129 t. of oil. Total .. 329 125,758 7,785 48,647 328 124,713 14,754 59,529 
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HONGKONG COMMERCIAL CARGO 
on Ocean and River Steamers, in 1947 and 1948 
} 1947 1948 
Ocea Going Vessels River Steamers Grand Ocean Going Vessels River Steamers Grand 
Month Discharged Loaded Discharged Loaded Total Discharged Loaded Discharged Loaded Total 
AMAT YG a eveccse 190,450 83,357 6,379 7,892 287,778 180,544 86,534 11,841 10,358 289,277 
elvgievig ga aie ome 184,771 54,857 4,647 5,501 249,776 202,807 76,542 7,131 7,085 293.565 
ELGG) De ote eae 249,662 77,219 4,726 4,966 336,573 241,574 81,980 7,699 5,962 337,215 
ENTS ON) Rube gy es & scapes 166,681 70,573 4,191 5,406 246,851 224,985 68,215 7,399 9,572 310,171 
Es hance wn Aa oe 226,870 75,561 3,581 8,127 314,139 220,097 97,378 10,335 9,708 337,318 
SING Bs onpact + cueas 161,393 65,529 6,432 7,768 241,122 189,681 93,571 8,784 7,311 299.347 
SET aml Sica pal nia, 0, 07 203,281 61,9&3 6,227 6,809 278,270 158,262 91,612 10,504 9,282 269,660 
ORUEUS res 177,964 62,307 5,869 10,213 256,353 222,296 94,220 7,617 7,055 331.188 
September ...... 143,527 73,849 9,103 7,540 234,019 160,429 98,162 8,003 3,399 269.993 
ORTODET eso er 194,688 74,289 13,829 8,i67 290,973 163,350 57,988 3,865 5,570 235,773 
November ...... 192,578 83,570 11,948 6,721 294,817 138,922 95,299 8,533 7,392 250,146 
December  <cayes-: 158,760 69,498 12,867 9,614 250,739 218,052 112,684 11,792 6,782 349,310 
Totals Ses. 2. 2,250,625 852,562 89,799 88.424 2.281,410 2,320,999 1,054,185 108,503 89,476 3,573,163 
Monthly Averages 187,552. 71,047 7,483 7,369 273,451 193.416 87,849 9,042 7,456 297,763 
Commercial Cargo in March and in the first quarter of 1949 
Ocean sand river cargo for Jan./March 1948 totalled 920,057 tons but The Motor Tradin 
tee) - : H t g Junk does not 
Le fad the total was 1,123,214 tons, reflecting the continued advance in trade within the harbour limits but 
eae shipping, business. All figures for ocean cago discharged and usually to places outside the Waters 
is year moderately exceed last year’s while this year’s river cargo of the Colony. They are licensed as 


loaded far surpassed the 1948 figure. 


In March ocean cargo inward was 241,212 tons, outward 104,913 tons, 


a total of 346,125 t. 
Ocean steamers was 243,243 tans and 
353,549 t. 


For April the inward tonnage of commercial cargo on 


110,306 tons respectively, a total of 


These figures further go to prove that the Colony’s entrepot trade 


remains buoyant and that shipping business, by & large, has been satisfac- 
tory. Encouraging are the higher figures.of river cargo reflecting the slow im- 
provement in the Colony’s trade with Kwangtung. 
HONGKONG COMMERCIAL CARGO 
for the first Quarter of 1949 


1949 


Ocean Vessels River Vessels 


Discharged Loaded Discharged Loaded 


January 
February = eS 
MEAENGIAL orc Mets kc e poly augse 


ainstsQuarters: <- Stee. co Sss 


Total ocean cargo: 1,065,481 tons; total river cargo: 
total: 1,123,214 tons for first quarter of 


255,158 107,932 12,445 8,507 
179,805 76,461 7,059 7,183 
241,212 104,913 7,785 14,754 
676,175 389,306 27,289 30,444 


57,733 tons; grand 
1949, 


The Evolution of the Motor Junk in Hongkong 


The development of the motor junk 
took place during the years of 1940 and 
1941. The main purpose of this type 
of vessel was to enable trading vessels 
to run the blockade of the Chinese Coast 
which was then being maintained by 
the Japanese Navy. 


At the beginning the ordinary sailing 
trading junk was fitted with an engine 
intended to be used as an auxiliary to 
sail. Later on vessels were speciallv 
constructed and fitted with engines sole- 
ly for use as motor trading junks. sails 
being eliminated. In December. 1941 
there were approximately fifty vessels 
licensed as motor trading junks with 
many more in the progress of construc- 
tion. 


It was during the Japanese occupa- 
tion of the Colony that this type of ves- 
sel made the greatest progress. Due to 
their heavy losses in shipping the Jap- 
anese were compelled to utilise the 
motor) junk for the purpose of maintain- 


ing their communications and obtaining 
essential supplies, 

After the re-occupation of the Colony 
the motor junks played a very import- 
ant’ part in bringing essentia] foodstuffs 
into the Colony and for a considerable 
time were practically the only vessels 
maintaining any regular form of pas- 
senger service between Macau, Canton 
and other nearby places. A great many 
former Hongkong residents found that a 
trip by motor junk was the only way of 
returning to the Colony. During the 
period from the list September to 3let 
December 1945, four hundred and thirty 
six motor junks were granted permits 
to trade. 


During the month of April, 1946 the 
relicensing and classificatioa of these 
vessels commenced, with 4 result that 
many unsuitable types were then 
eliminated and they are todav divided 
into three distinct classes, i.e. The Motor 
Trading Junk, The Motor Cargo Boat 
and The Motor Fishing Junk, 


a Class V vessel and in addition to 
the annual licence fees these vessels 
pay Light Dues. There are at present 
131 vessels licensed as Motor Trading 
Junks. 

The Motor Cargo Boat is a vessel 
usually employed solely within the 
harbour limits but occasionally trades 
to places within the Waters of the 
Cclony but it is also able to proceed 
beyond the Waters of the Colony on 
being granted a special permit. They 
are licensed as Class II vessels. There 
are at present 19 vessels licensed as 
Motor Carge Boats. 

The Motor Fishing Junk is granted 
complete freedom of movement and 
may come and go during the day or 
night to and from the various fishing 
grounds within or outside the Waters 
of the Colony. 

Prewar there were no motor fishing 
junks operating from the Colony. 
During the occupation of the Co- 
‘ony, the Japanese, who are known 
to be experts in the fishing in- 
dustry, fitted engines into several 
fishing junks with a view to encourag- 
ing the local fishermen to do likewise. 
The Japanese in expectation of hand- 
ling an increased catch of fish con- 
structed fishery buildings at Shaukiwan 
and at Cheung Chau Island, and main- 
tained markets at Castle Peak, Tsun 
Wan, Yaumati, Tai O, Tai Po and Po 
Toi. The payment for the construction 
of these buildings and the maintenance 
of these markets was obtained by a 
10% levy on the value of all fish 
brought ashore. (The buildings at 
Cheung Chau Island and Shaukiwan 
are today being used as Fish Collection 
ard Ration Distributing Centres by the 
Hongkong Fish Wholesale Marketing 
Organisation which is administered by 
the Government Fishery Departmént.) 

The Japanese might have made a 
success of their fishery prajects but for 
the fact that they could not resist the 
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opportunity of using the motor fishing 
junks for armed patrolling, etc. at sea. 
The Allies on receiving information of 
these activities quickly took action to 
eliminate them. Two of these vessels 
which had been equipped by the 
Japanese were on the reoccupation of 
the Colony discovered alongside the 
Naval _~ Dockyard, Hongkong. — Both 
vessels were fitted with twin “Bofor” 
guns and had a depth charge dropping 
apparatus fitted in the stern. Fishing 
nets were carried on deck but were 
only used for the purpose of camou- 
flaging the guns, etc. when necessary. 
Later one of these vessels was used 
by the Royal Navy as a decoy vessel 
on Anti Piracy Patrols in Hongkong 
Waters. 

There are at present 17 licensed 
motor fishing junks but this number 1s 
being increased due to the encourage- 
ment and financial assistance which’ is 
being granted to the local fishermen 
by the Hongkong Fisheries Depart- 
ment. They are licensed as Class VI 
vessels. 

In addition to the 
of the motor fishing junk there 
are the motor junks' known as 
“fresh fish carriers”. These vessels 
bring to the Colony from various 
places in the West River Area large 
quantities of live pond fish. These 
fish after having been netted in the 
ponds are placed in shallow tubs. Two 
tubs are placed on a pole and carried 
across the shoulder of a porter who 
by the jogging motion set up by his 
short steps keeps the water aerated 
and fish alive until they reach the 
river bank where the motor fish car- 
rier is awaiting them. 

The hold of the vessel consists of 

several compartments. Each compart- 
ment contains fresh water. As soon 
as each compartment has been filled 
with fish the vessel casts off and 
immediately proceeds on its voyage to 
Hongkong. These vessels are the 
fastest in their class in many cases 
being fitted with twin or triple engines 
and after a journey of about ten hours 
arrive in Hongkong. The unloading of 
this fish takes place along the seafront 
East of the Vehicular Ferry Wharf and 
during the transportation of this fish 
from the vessel to the Central Market 
which must be carried out quickly 
there is considerable congestion in this 
area. 
During the journey by sea the fish 
are kept alive by continual aeration of 
the water in the hold. Two systems 
are employed, both primitive. One 
system is by the continuous use cf 
wooden buckets by the fish tenderers 
who take water from the hold and 
empty it into a trough where the water 
is then allowed to flow back into the 
hold. In the other system the water 
is drawn from the hold into a trough 
by a caterpillar contraption worked by 
the feet of the fish tenderers. In spite 
of the incessant efforts to keep the 
fish alive on their journey to market 
approximately 10% of the fish are 
dead on arrival in Hongkong. 
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JUNKS & LAUNCHES 


HONGKONG FOREIGN TRADE 
CONDUCTED IN MARCH 1949 BY 


JUNKS & LAUNCHES 60 TONS 
AND UNDER 
TONNAGE OF CARGO 
BY JUNKS 

Inward Outward 
February ....... 21,268 9,482 
Makehiearss:. stews 42,862 BAKA Lg 
+ 21.594 + 11,629 

TONNAGE OF VESSEL 
Febiuary .cesusr 95,921 104,207 
March joie tetalab anette 154,811 155,012~ 


+ 58,890 + 50,805 


TONNAGE OF CARGO 


BY LAUNCHES 

Inward Outward 
Pepruary. a. aaa 783% 515% 
Marehnt ete 879 598 

+ 95% + 8234 

TONNAGE OF VESSEL 

February -...... 4,66014 5,154 
Marches vast. cis. A 6,257 5,290 


+1,5961% + 136 


Number of Vessels Reported 
Arrival & Departure 


BY JUNKS 
A Entered Left 
February ..... evens 1,600 1,677 
March. n.csasis sees 2,058 2,056 
+ 458 + 379 
BY LAUNCHES 

- Entered Left 
PeDIuary res 2. cs ccteee 175 188 
March*&../2% Risieeieteatas 216 200 
ae: 3 12 


Number of Passengers Reported 
Arrival & Departure 


BY JUNKS 

Entered Left 

Mebruary, incase ces 2,762 5,864 
Marchi os cattle ices 3,619 6,633 
+ 857 + 769 

BY LAUNCHES 

Entered Left 

February: cee. sce Nil 6 
Marehiso ence ce see 6 2 
6 —4 


Cargo by Junks and Launches 4 


In March cargo discharged from junks 
and launches of and below 60 tons in 
the foreign trade of Hongkong amounted 
to 43,741, tons; cargo loaded for South 
China river and coastai ports was 
21,809 tons. These figures show very 
great increases Over previous returns 
and reflect considerable advance in the 
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FRENCH COMMERCIAL AVIATION 


One of the most striking facts 
about the present age is the extra- 
ordinarily rapid development of com- 
mercial aviation. France possesses 
one of the best equipped air-networks 
in the world, and one of the most 
active, thanks to the Air-France Com- 
pany, which is classed among the two 
or three best airlines in the world. 
The opening of the first regular air- 
lines goes back to 1919. with the 
establishment of the Paris-London, 
and Paris-Brussels — services. After 
that, the commercial lines muitiplied, 
new air tratsport companies were 
formed and by 1927 there were five 
in existence. It was soon realized that 
this dispersal of effort was harmful 
to efficiency, and in 1933, the Air- 
France Company was_ founded, by 
amalgamating the five existing com- 
panies. 


The new company developed very 


quickly. It opened the present great 
international lines and its activities 
were extended as transport, quick 


flight and security conditions improv- 
ed. During the war, the company’s 
rise was stopped for a time, but from 
the moment of the Liberation, work 
started again. An order published in 
1945 decreed the nationalisation of 
Air-France, which was provided with 
new statutes the following year. Air- 
France was transformed into a limited 
company run by a Board of Directors 
appointed by decree, and under the 
financial and economic control of the 
state. 


The development of the air net- 


work :— 
Tons 
No.of carried 

Year Kilometers pas- per 

flown sengers kilometer 
1920 ... 850,000 942 6,300. 
1930 -.. 9,396,000 40,000 385,000 
1938 10,874,393 104424 1,114,585 
1846 23,646,000 277,300 4,945,000 
1948 38,000,000 590,000 9,200,000 


At the end of 1948, Air-France’s air 
fleet comprised: 13 Constellations with 
seating accommodation for 40 and 43; 
17 Skymasters (D.C. 4) with seating 
accommodation for 42; 28, D.C. 3’s with 
seating accommodation for 21; 27. 
Languedocs (S.O. 161) with seating ac- 
commodation for 33; 2 Catalinas with 
seating accommodation for 22; 15 J.U. 
52’s with seating accommodation for 14; 
2 Latecoere 631’s with seating accom- 
modation for 46 (sleepers). 

Air-France employs the best person- 


nel which is carefully chosen. The 
flight personnel (pilots. navigators, 
radio-telegraphists and mechanics) 


must pass difficult examinations, be- 
fore being enrolled as apprentices. (At 


trade between the Colony and neigh- 
bouring areas of China. 

In January 1949 total cargo inward 
and outward was 28,967 t. and 7,412 t. 
respectively; in February the respec- 
tive figures were 22,052 t. and 9,997 t. 

Monthly averages for cargo on junks 
and launches for 1947 and 1948:—1947° 
inward 24,974, outward 20,482 tons.. 
ri inward 29,911 and outward 6,588 

ms. 
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Hongkong Aviation Returns 
CIVIL AIRCRAFT PASSENGERS MAIL FREIGHT 
: (kilograms) (kilograms) 
arrivals departures in out in out in out 
me ereed Averages for 1948 ...... 595.33 — 9,591.75 9,381.66 13,726% 13,6491% 42,920.08 100,985.58 
PAULA Ge Seiifite wsecie.« Siaetes oped 805 799 9,940 11,913 17,815 14,713 41,947 90,791 
CDE Wa abate ac Bacdethen<, «genes 745 741 10,651 10,146 13,750 12,906 43,749 83,829 
UBT Sal hana intr oS ye RE Re ae 833 836 8,998 i020 16,490 15,258 46,144 123,988 
First quarter’ 1949"... . eee 2,383 2,376 29,589 33,082 47,555 42,877 131,840 298,608 © ; 
Total, aircraft for first quarter of 1949, in and out: 4,759; total passengers: 62,671; total mail: 90,432 kgs.; 
total freight: 430,448 kgs. 
AVIATION REPORT FOR MARCH 1949 
Arrivals Departures 

Countries Passengers Mail Freight Countries Passengers Mail Freight 
United Kingdom via Bangkok United Kingdom via Bangkok 

& POMS) aie ees -eee ooes 5s 96 3243 3866 fea SOV Rhye apt aS SER ERS 129 3009 1195 
Europe via Bangkok & Ports 7 175 4130 Europe via Bangkok & Ports 49 19 1456 
Middle East via Bangkok & Middle East via Bangkok & 

Ports Beene eee 14 289 409 Parts is «one Wve caste ces 25 — 1886 
Caleutta via Bangkok & China 125 207 905 Calcutta via Bangkok & China 17 302 1104 
Rangoon via Bangkok & China 30 45 80 Rangoon via Bangkok & China 35 7 368 
Singapore's. 5.6... she ee 142 2589 1350 Singapore) inde. + tse cscs ses 184 1584 4338 
SAME KOK he Ses SESE E 2 vk wt ce 363 48 1247 Bangs Scams Skies tee cece ee 405 221 8142 
Freneh Indochina ..... 0.5.60... 371 274 851 French Indochina ............ 235 284 1257 
BVEACEEE heeipaysislcteee acteca screw «De het 59 — -- NMaGaiR Gc Fegan os Sais a ees 67 —_— —_— 
Philippines MGITOCT) cats Ree Sas 562 451 3987 Philippines (direct) .......... 1598 649 2816 
Japan via Shanghai & Ports .. 80 821 5482 Japan via Shanghai & Ports .. 152 604 1447 
U.S.A. via Manila & Ports .... 83 991 13837 U.S.A. via Manila & Ports .... 290 1679 9418 
Honolulu via Manila ......... 31 462 699 Honolulu via Manila ........ 65 59 201 
Ayistralia-S2so9 ss. he as shes Gils — _ 98 Avistiialian 05s dinn 0 Us. s ess ace 24 276 2 
SSPEDN SG feb oe i Siena ie tea aes Se 1474 2277 4443 Shan Shai— Pri airs Mice weiss cia 1375 2189 32157 
Canton: (Girect)) cssikin as ss Ris 3038 2852 1058 Canton (direct). <5 an ence 3956 2568 21831 
China via China Ports ....... 2523 1333 3702 China via China Ports ...... 2357 1808 36370 

8998 16490 46144 11023 15258 123988 


Total number of aircraft arriving:—833. 


the last examination, only 250 candi- 
dates were successful. out of 2,500). 
The apprentices are then subject to a 
severe training program which gives 
them a first class professional and nor- 
mal education. 

The pursers, _ air-hostesses and 
stewards who serve the passengers, 
are also given an intensive training 
which enable them to carry ou; their 
duties to perfection. 

Air-France’s planes call several times 
a week at all the countries in the world, 
in Europe, America, Asia and Africa. 
A new line will shortly be opened to 
New Caledonia, Australia and the 
Philippines. 

The trip by plane which thirty years 
ago was positively an expedition, has 
now bécome a simple and convenient 
way of travelling in complete security, 
thanks to the well-equipped airports 
amd to a whole series of complex 
installations which ensure a continuous 
supervision of the planes during their 
flight. The, result of these efforts is 
encouraging and it may be said that 
the French line is well ahead with re- 
gard to regularity and comfort. 

Planes are being used more and more 
for the transport of freight also. Be- 


fore the war they took only a few car- 
goes of exceptiqnal urgency, such as 
medicines or mail but now planes are 
used ordinarily for the transport of 
freight and some of the big planes can 
carry as much as five tons of goods. 
Recently, an elephant which the King 
of Cambodia had given to the High 
Commissioner of Indochina had been 
sent’ by plane from Saigon to Paris. 

Because of the extent of its network, 
its equipment, its personnel, its traffic 
and its initiative, Air-France has re- 
gained its place among the most im- 
portant air transport companies of the 
world. Not a month goes by but new 
lines are opened, new improvements 
made. Its extremely rapid revival is 
to France’s credit, and the planes which 
cross the skies every day carry with 
them a living proof of France’s re- 
habilitation. 

Air-France has, on behalf of France, 
maintained and developed the positions 
taken by French commercial planes. 
Now as ever, it is contributing largely 
to the maintenance of French prestige 
abroad. But Air-France has, above all 
else, to play a part which it is impos- 
sible to overestimate at the present 
moment: it has to maintain regular 


Total number of aircraft departing:—836. 


contact between France amd Overseas 
France. Thanks to its planes, which 
are increasingly quick, comfortable and 
regular, they are drawm closer together 
in point of time, and this will be an 
important factor in the solution of the 
new problem created by the war in 
the territories of the French Union. 


INDIAN AIRWAYS IN HONGKONG 


The Civil Aviation Department of 
India established new international air 
services to China and Australia in the 
recent past. Bharat Airways has been 
granted the route from Calcutta to 
Shanghai (via Bangkok, Saigon, and 
Hongkong, and a possible extension to 
Tokyo). Indian Overseas Airlines has 
been granted the route from Calcutta 
to Sydney (via Bangkok, Singapore, 
Batavia, Sourabaya, and Darwin). 
These route awards are on an experi- 
mental basis and involve no official 
subsidy. 


Imports by Air:—The monthly aver- 
age of air freight in 1948 was 22,794 
kilograms, valued at $5.6 million. 
Principal importing countries: Switzer- 
land (2,426 kgs, $2,157,283) and U.S. 
(10,638 kgs, $2,698,658). In January 
1949 air freight imports totalled 12,- 
385 kgs, $5,366,876, of which Switzer- 
Jand accounted for $2,878,642 and the 
U.S. for $2,063,591. Third came the 
U.K. with $254,676. In February 1949 
air freight imports totalled 10,592 kgs, 
$4,540,929, mainly from Switzerland 
(2,963 kgs, $2,537,317) and the U.S. 
(3,770 kgs, $1,365,044). Third came the 
U.K. with 838 kgs, valued $282,020. 

Exports by Air:—The monthly aver- 
age of air freight exports in 1948 was 
40.611 kgs, valued at $1,246,960, mainly 


sent te Siam, China, U.S., New Zealand. 
In January 1949, air exports totalled 
31,651 kgs, $1,023,922, principal coun- 
tries of destination were: Malaya $287,- 
344, Siam $205,560, U.S. $205,772, China 
$175,000. In February 1949, air ex- 
ports totalled 16,872 kgs, $883,772. 
Principal destinations were Malaya 
$203,029, Siam $182,139, China $135,- 
000, U.K. $132,451. 


s = = = 
AIR LINES IN CHINA 
The principal air lines operating 


now in China are CNAC (in which an 
American private firm owns a small 
share), CATC (fully Chinese Govt. 
owned) and CAT (owned by two 
American individuals). A fourth Com- 
pany, the Great China Aviation Corp., 
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Hongkong Airport Traffic of Regular Users 
FEBRUARY, 1949 
Arrival Departure 
NUMBER NUMBER 
COMPANIES OF AIR- PASSEN- OF AIR- PASSEN- 
CRAFT GERS CREW MAIL FREIGHT CRAFT GERS CREW MAIL FREIGHT 
ATE TANCE Cree eee oy, ee : 15 231 1 : 1 
Braathens SAFE. 10 372 548 5 252 103 330 638 
Airtransport A/S Ries stata fa tiie usa: 5 17 39 64 4,052 4 50 32 — 178 
British Overseas Airways Corp. 23 336 201 6,151 6,820 24 249 165 3,302 6,332 
Cathay Pacific Airways Ltd. .... 24 202 112 120 1,426 24 356 Ly 1.669 2,169 
Central Air Transport Corp. .... 94 1,382 365 263 1,089 92 670 oot 1,240 8,171 
China National Aviation Corn. .. 335 5,470 1,306 4,923 16,923 336 5,081 1,310 1,825 51,819 
Hongkong Airways Ltd. ....... 123 2112 477 284 366 Bees 1,825 497 2,538 4,706 
Macau Air Transport Co. Ltd. .. 17 130 68 — 1 ily 112 68 —_ &3 
Pan American Airlines Ltd. .... 34 399 249 1,283 7,329 34 514 240 66 2,1C8 
Pacific Overseas Airlines Ltd. ... 8 89 38 sa i58 8 a7 38 126 3,013 
Philippine Air Lines Inc. ....... 12 83 75 244 4,960 10 300 60 1,800 1,855 
Siamese Airways Co. Ltd. ...... 4 20 20 11 27 4 38 20 — 708 
Trans-Asiatic Airlines Inc. ...... 18 123 82 = 62 19 448 88 10 690 
Trans-Asiatic Airlines Siam .... 3 oo 12 — — 4 1 17 = 23 
MARCH, 1949 
Arrival Departure 
China Natiqnal Aviation Corp. .. 369 4,130 1,442 6,132 18,547 367 5,042 1,434 1.815 79,6€5 
Central Air Transpcrt Corp. .... 111 1,342 423 258 216 108 934 420 1.471 11,069 
Cathay Pacific Airways ........ 27 161 141 221 1,894 7 430 141 1,796 4,235 
Philippine Airlines ............. 16 167 116 346 —-2,695 18 601 116 2045 3,456 
Trans Asiatic Airlines ......... 18 150 69 — 392 19 462 73 116 857 
Trans Asiatic Airlines Siam .... 2 — 10 — -— 2 —_ 8 — — 
PO aCe ea a PN bie, ie on 398 162 7,107 10,805 29 450 155 4,595 7,798 
Pacific Overseas Airlines ....... 9 135 45 28 95 9 183 45 97 3,786 
Hongkong Airways ............ 127 1,447 540 iS 569 128 1,622 544 2,607 5,576 
PRTTOCANICE: lee me <a s siete tle tate ie esi 16 384 99 361 873 16 279 100 418 1,588 
Braathens S.A.F.E. ............ 4 8 32 V5 4,130 5 98 38 ss 1,984 
Pan American World Airways .. 43 537 301 1,773 5,775 42 682 294 281 2,849 
Siamese Airways Co. .......... 4 28 20 16 53 5 64 25 — ISS 
Macao Air Tramsport Co. ...... 14 59 60 = a 15 67 66 = — 
Alaskan Airways) aicuiecmts ccm 3 = 21 ina ar 5 71 53 == 7 
Amphibian Airways (Manila) ... = — = = — 1 — 4 — — 
Givik) Ain Transport ©. «05. sss 33 = 159 > cr 32 = 156 =x Se 
BharateAinways acsncm ences. o0 3 31 32 f= — 3 its 32 = od 
Quantas Empire Airways ....... 1 = 8 = oS 1 16 8 Ww 2 
Far East Flying Training School — = See = ss 3 —_— 4 — — 
Pacific Air Maintenance & Supply 
Companye en. ce ea kG oor ss 1 at 8 = = a: = aa = = 
Sivewright Airways ............ 1 21 5 = =} 1 22 5 aa a 
TORS Weis cris ans oiatistalers/atsie nie 833 8,998 3,693 16,490 46,144 ! 836 11,023 3,721 15.258 123,988 
HONGKONG IMPORTS & EXPORTS owned) and ‘ CAT (owned by two owned by Chinese and overseas Chinese. 
BY AIR American individuals). A further com- has recently secured, after several 


years of endeavour, a license to operate 
in China and foreign countries. CNAC 
and CATC maintain, among themselves, 
a very efficient and extensive domes- 
tic air service. CAT is of semi-mili- 
tary character. While in future the twce 
old established air lines, CNAC and 
CATC, will continue their services 
within China and also further expand 
their foreign connections, the permis-- 
sion granted by Generalissimo Chiang 
Kai-shek to CAT will be revoked. The 
Great China Aviation Corp. (Dah 
Hwa) will for the time being only 
operate charter flights, later devel--p- 
ing together with the other civil avia-- 
tion companies, the domestic air com— 
munications of China. 
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EXCHANGE & FINANCIAL MARKETS 


US$ Market 

Last week’s trading witnessed the 
highest quotations on the unofficial 
market since the end of war (with 
the exception of a short period im- 
mediately after the surrender of the 
Japanese forces when excessive rates 
fcr the local currency in terms of US$ 
were demanded by money changers). 
As will be seen from the table “Hong 
Kong Unofficial Exchange Quotations” 
the highest rates in April (which all 


were recorded last week) were for 
notes, DD and TT respectively HK$ 
640, 606 and 610, against previous 


maximum rates for notes, DD and TT 
of HK$ 588, 598 and 608 respectively. 

Even at the time when free trans- 
ferability of sterling collapsed and 
rumours in 1948 about sterling de- 
valuation found ready acceptance the 
unofficial US$ quotations here were not 
as high as last week. The ill-advised 
gold ban of Hongkong Government, 
for which of course the responsibility 
rests with the British Treasury, has to 
a Jarge extent caused this depreciation 
of the Hongkong dollar on the open 
market. The imposition of a gold 
trading and _ possession prohibition, 
while not in fact interfering with 
business as such, has had wide re- 
pereussions in China and has most 
detrimentally influenced Chinese 
opinions with regard to the prestige oi 
the local currency. 

Last week’s highest & lowest open 
market rates (per US$ 100): notes 
HKS 640—-583 (equalling crossrates per 
sterling of US$ 2.50—2.74); DD 606— 
556; TT 610—561, equalling crossrates 
of US$ 2.62—2.85. 

Demand came from 
merchandise who felt that under 
present conditions a lower TT New 
York was not to be expected for some 
time. Commodity prices of goods from 
the U.S. and such countries where 
payment has to be made in open 
market USS showed firmness and 
higher prices should result. Valuable 
metal importers were insistent buyers 
of TT and their contracts exceeded the 
previous week’s level. Shanghai re- 
fugees and Kuomintang leaders were 
converting their assets into US$, both 
notes and TT. These wealthy Chinese 
buyers were primarily responsible for 
the upward movement of rates. Lack 
of confidence in the lecal currency 
made many flight capitalists change 
over into US$ and also into valuable 
metals. Buyers of US notes were, in 
addition to local Chinese flight 
capitalists, agents of Taiwan and 
Canton as well as other South China 
financiers and politicians. 

Overseas remittances were smaller 
in number and amounts but export 
proceeds have been on the increase. 
Outport sellers of free funds in New 
York as well as US notes, especially 
from Bangkok, rescued the market 
here; as Hongkong, far and wide, 
offered the highest return to possessors 
of USS many overseas holders entered 


importers of 


the local market as sellers thus pre- 
venting the local open market rate 
from rising still higher, or, conversely, 
the local currency from depreciating, 
in terms of free US$, still more 
drastically. 


Silver Markets 


Record prices for silver were askea 
and paid last week. Highest & lowest 
rates, in HK$: bar silver 4.75—4.10; 
Hongkong minted dollar coins 3.50— 
3.00; Chinese minted dollar coins (of 
about the same weight and purity as 
Hongkong coins) 9.50—5.80; new 20 
cents coins 4.60—3.10; old 20 cents 
coins 4.80—3.20 (per 5 coins). 

The high price for Chinese dollar 
coins is a consequence of the high de- 
mand for them in China where, oddly 
enough, Hongkong dollar coins are not 


wanted. In Canton, Chinese coins 
fetched up to HK$ 11. Even at the 
present high unofficial rate for US$, 


the silver coins should not cost more 
than HK$ 3.10 to 3.30 (taking approx. 
US$ 0.52 as the silver value of the 
coins, and the free market rate of 
USS at about HK$ 6 to 6.40). But in 
fact the Chinese dollar coins in Canton 
fcund buyers at about 250% premium 
over their intrinsic value. 

Under present conditions overseas 
exports of coins are impossible. How- 
ever shipments to China should prove 
most profitable provided that Chinese 
coins can be obtained somewhere. 
Those holders of Chinese coins who 
purchased not so long ago the coins 
here at about HK$ 2.70 have more 
than trebled their capital. 

In South China all payments for 
communications (air, rail, telegraph), 
pestage and Government services must 
be rendered in silver dollars. The 


authorities in Canton are now de- 
mandizg silver dollars refusing to 
accept “gold” yuan or HK$. The 


standard of prices has now become 
the silver dollar coin. 

Local stock of silver decreased with 
hardly any imports except some scrap. 
Exports totalled over 5000 taels, all of 
which to Canton and Tsamkong (bars 
and coins). Some silver hoarding in 
Hongkong, as a hedge against further 
depreciation of the Hongkong dollar on 
the unofficial market, was observed. 
The spectacular appreciation of silver, 
notably the Chinese “big and small 
head” coins, has had a steadying effect 
on commodity prices and cost of living. 
Already one hears talk of a possible 
rise in living costs and demand for 
higher wages and salaries. 


Unofficial Exchange Markets 


British £ notes (1 and 5 denomina- 
tions) sold last week from $ 15.95 to 
16.10. New York still paid about US$ 
2.22 per £ notes which, at the current 
free market TT rate, should correspond 
to HK$ 19. The local price was some 
15% below the New York price. Sight 
drafts on London were bought at 
$ 15.85 to 15.90. 
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Australian £ notes continued to 
quote above the official parity. Business 
was done from $ 13.17 to 13.50. New 
Zealand £ notes quoted about 20% 
below the parity, prices’ moving be- 
tween $ 13.20 to 13.70 but there was 
hardly any business. done. South 
African £ notes sold under the official 
DD rate, prices being from $15.25 to 
15.30. 


Canadian dollar notes quoted from 
$ 4.75 to 4.95, while drafts only quoted 
$ 4.30 to 4.65. In New York the dis- 
count at which Canadian $ are sold 
remains around 8% but last week’s 
Hongkong market discounted Canadian 
dollars, in terms of US$, by about 22%. 
The Canadian Foreign exchange con- 
trol, which has been in effect since 
September 1939, fixes the value of the 
Canadian dollar in terms of other 
currencies and regulates the use of 
these as well as the export of capital. 
Since July 5, 1946, the Canadian dollar 
has been at par. That is, the Canadian 
Foreign Exchange Control Board buys 
United States dollars at par and sells 
them at $1.005 cents Canadian (the 
% cent being a service charge). The 
pound sterling is bought at $4.02 and 
sold at $4.04 Canadian. The exchange 
sold by the Board is called official 
exchange. A free or unofficial market 
exists in the United States in Canadian 
dollars which are ineligible for _con- 
version into United States dollars at 
the official rate but can be disposed of, 
usually at a discount, to investors or 
tourists who can expend them in 
Canada. Payment for Canadian ex- 
ports to the United States is required 
to be made in US$. 


Indian rupees improved much, rates 
from $ 1.09% to 1.13%, drafts from 
$ 1.17 to 1.19. Burmese rupees from 
$ 0.68 to $0.70. Ceylon rupees un- 
changed at $ 1.00. 


Malayan dollars ranged from $ 1.78% 
to 1.80%. 


Philippine pesos sold from $ 2.70 to 
2.88, remaining some 10% behind the 
local US note price. 


‘ Indochina’ piastre business was 
lively especially in the forward market. 
Prices were from $ 10.60 to 11.70 per 
100 piastres. Baht notes quoted from 
$ 23.80 to 24.10 per 100 baht. Nica 
guilders quoted from $ 32.4C to 33.10 
per 100 guilders, 


In Macao, the currency of Hongkong 
suffered further depreciation. Only 
from 74 to 78 patacas were paid for 
HK$ 100 while in Hongkong 100 
pataces fetched from HK$ 126 to 136. 
The Banco Nacional Ultramarino in 
Macao discontinued the sale of even 
the smallest amount of patacas and 
tourists must now exchange their HK$ 
on the unofficial market at a discount 
of about 25%. Previously, the Banco 
N.U. sold to bona fide travellers 200 
patacas, Jater reduced this amount to 
100 patacas, at a the rate of 99 patacas 
per HK$ 100. 
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Jewellery 

Diamonds and platinum had more 
inquiry and firmer prices. 

. Gold. onnaments (rings, bangles, 
bracelets etc.) found increasing buyers 
at higher prices. The jewellery trade 
has enjoyed a boom during the last 
two weeks. 

_ Buying and selling of industrial gold 
sis legally permitted. While in various 
Commonwealth countries 22 carat gold 
is traded, in Hongkong business in orna- 
mental gold is done on the basis of 
0.900 fineness (21.6 carat). Prices. for 
ornameatal gold (0.900) are quoted by 
the industrial gold dealers and the 
jewellery shops. For the week ending 
April 23, the highest & lowest prices 
were $322—299 (which cerrespond ito 
fine tael equivalent: of $354—3249 or 
crosses per troy oz fine US$51%—-5012); 
and for the week ending Aorii 30, in- 
dustrial gold was $370. high. $319, low 
(corresponding to fine tael equivalents 
of $407—351 or crosses per fine oz. 
US$55—51 4). 

Due to the high prices Canton and 
Shanghai ornamenta! gold merchants 
made large profits, but Swatow and 
Hongkong jewellers were the losers. 
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Chinese Financial Markets 


The “gold” yuan of the Central Bank 
of China has ceased to be accepted in 
practically all of China still under the 
nominal or effective control of the 
Kuomintang central and various pro- 
vincial governments. Only in a few 
cities are “gold” yuan notes still 
glimpsed. In the country, south of the 
Yangtse, bartering of goods and ser- 
vices, mostly based on rice, has in- 
creased. The silver dollar has other- 
wise become the standard for valuing 
and exchanging of commodities. Gold 
and US notes (in Kwangtung also 
Hongkong notes) are other means to 
express the value of a service or the 
cost of merchandise. 

The financial life in China under the 
Kuomintang has thus completely col- 
lapsed with the country left without 
a national currency. 

Confusion and disintegration of so- 
cial life is evident in every corner of 
the vast area which only waits for the 
taking over of administration by the 
new regime. The revolutionary spirit 
of the people is heightened by the 
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effected in gold and US$, with banks 
charging about 5% for service and 
transport. To obtain in Shanghai US$. 
100, the remitter here had to pay US$ 
105. Remittances from Hongkong to 
Canton were usually done in HK$. 
The Hongkong remitter had to pay 
HK$ 100 and the Canton remittee re- 
ceived HK$ 100% to 100%. This rate 
indicates that HK$ were now return- 
ing slowly to the Colony, that more 
holders of HK$ notes and funds in 
Hongkong were switching over to other 
forms of investment. 

In Kwangtung barter trade was de- 
veloping with silver dollars, rice and 


_certain commodities forming populariy 


accepted standards. Even the smallest 
services (like haircuts, tea, refresh- 
ments etc.) have to be paid in silver or 
rice or lead. This fact devastatingly 
proves to the people the complete bank- 
ruptcy of the Kuomintang regime. 

The Central Bank of China’s head 
office seems to have removed but no- 
body knows its exact location. The 
Bank’s offices in the various provincial 
capitals and principal trading centres 


‘Three member of the Exchange were chaotic conditions under which the carry on without any central direction. 
‘forced to cease business after having present generation is compelled io In Canton, the Central Bank raised the 
<cefaulted., vegetate. silver dollar price in terms of “gold” 


: More demand for personal jewellery 
is anticipated. Hongkong Government, 
it was reported without any confirma- 
tion, may arrange for the import of 22 
‘carat gold sheets ta enable the gold- 
smiths to carry c2. Most gold orna- 
ments bought by Chinese customers is 
-99 fine, selling 10% above the indus- 
trial gold price plus a small charge for 
the usual “artistic decoration.” 
Gold Confiscations 

A prominent Britizh commentator 
wrote this in a local English daily: — 
bas siete 0.5 the ban on the import of gold. 
enforced in a vain effort to uphold 
China’s depreciated currency. shou!d be 
removed. 

“Gold bars and jewellery now often 
represent the entire portable wealth of 


* * * * 


The Hongkong market ceased trad- 
ing in “gold” yuan and what remit- 
tances there were (inward and  out- 
ward) between China and the Colonv 
were effected in terms of gold, silver, 
WS and HK dollars. Some exchange 
shops still bought and sold yuan notes 
at prices from HK$ 1.25 to 1.35 per 
100,000 of the Central Bank scrip. No 
TT rates were any more quoted. Re- 
mittances from here to Shanghai were 


yuan above the open market price ap- 
parently under Canton government in- 
struction to recall some of the worth- 
less scrip which the Central Bank’s 
head office, under the ex-Nanking re- 
gime, pumped into the country. But 
as the open market could not speed up 
the price for silver dollars the Centra! 
Bank sold only at its own entirely ar- 
bitrary price. By contrast, the Shang- 
hai office of the Central Bank, under 
orders from the general commanding 


HONGKONG OPEN MARKET RATES 
per US$109 


such immigrants, many of whom are _ _ Notes _ _ Drafts of Raga! be 
transients who are wsing the Colony as April High Low High Low High Low 
a way-port to areas in South China. $ $ $ $ s $ 
PAUPERISING THESE UNFORTUN- 25 6.30 5 85 5.87 5.56 5.90 5 61 
ATES BY CONFISCATING THEIR 28 rude as a LA en 6.40 6.02 5.98 5.83 6.03 oes 
ONLY RESOURCES {[S NOT ONLY 07 FS ie inet Rig PS 6.13 5.85 5.81% 5.65 5.84 5 69 
AN OUTRAGE: IT IS°CONTRARY TO “5... 617 3 OF 588% | «577 vas es 
ELEMENTARY NOTIONS OF EQUITY 5, (010 630 Ror Fh saaizie Eis es 
AND JUSTICE. It may well deprive 9, ‘717°. 777777? 630 618 6.06 585 6.10 = 90 
worthy Chinese, as well as individuals cle ma ew AS ae? : re ; uy 5 ws 
of other nationalities, of the means of 
tiding themselves and their families 
over the present emergency.” 
Hongkong Unofficial Exchange Quotations 
HIGHEST & LOWEST RATES FOR GOLD IN BARS AND FOR USS 
In Hongkong dollars per tael of gold (73.7994 grams) and per US$ 100 
GOLD U.S. $ 
per tael crossrate per oz. crossrate 
in HKS in USS Notes Drafts T.T. Per & 

High Low High Low |High Low High Low High Low High Low 
SVGAT Cs OF ti wie'ceivy = oie = a2 581 400 575 454 595 482 3:32) 2.69 
Wear e194 is cces fe sen es 588 485 598 490 608 478 3.35 2.62 
December 1948 ......... 514 497 516 491% 524 495 3.23hS9S:05 
January 1949 ........... 530 495%, 518 493 51916 497 3.22 3.08 
February 1949 .......... 516% 506% 517% 508% 519% 511 3.13 3.08 
March 1949 ..........-. 531 513 524%, 514% 526% 518% 3.08 3.04 
ADT A999 rss. sicaters ete 640 526 606 524 610 52544 3.04 2.62 


Information to subscribers will be suprlied by the Editor. 
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‘the Army garrison, “pegged” the price 
of a silver coin to 4 million yuan, and 
the citizens were threatened that any 
business done at higher rates would 
cost “offenders” their lives. Confusion 
reigns all over the area-from Shanghai 
to Canton. 

Last week’s.open markets in Shang- 
hai quoted US$ as high as 10 million 
“gold”. yuan, and gold and HK$ at 
crosses of respectively 50/54 and 600/ 
635. Silver dollars (Chinese mint) 
sold around HK$ 9 to 10, and US$ 1.30 
to 1.70. Demand tor silver coins is 
high and the price is now firm around 
US$ 1.60 to 1.70. In “gold” yuan the 
price came up to 9 million but the 
“High Command” of the army in 
Shanghai says that it is worth only 4 
million and who ask$ or pays more 
will be publicly shot. But, of course, 
what happens these days in Shanghai 
is all grotesque and almost incredible. 
The “High Command” also pompously 
‘asserts that the army is going to fight 
to the “bitter end”, making Shanghai 
into another Stalingrad. 


Commercial interest rates are no 
lorger available after they reached re- 
cently 100% per one day. Bank man- 
agers’ cheques and cashier orders are 
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discounted by 50% on the open market 
if customers do require the actual scrip 
issued by the Central Bank of China. 

Cost of living, in terms of “gold” 
yuan, is mounting every hour. The 
official price index in Shanghai was at 
March 31 “only” 3,402 (with prices of 
August 19, 1948, at one); on Aprii 15 
it rose to 15,140, and on April 30 it was 
Officially given as 371,344; unofficially 
it was computed at 400,000 to 450,000. 

In terms of the old Chinese National 
Currency, one US$ cost last week 30,- 
€00,060,000,000 (30 million million or 30 
trillion). 

* * * 

In Peiping and Tientsin, commodity 
prices and exchange rates did noi 
change compared with the previous 
week as reported in our issue of April 
27, page 519. 


The Tientsin unofficial exchange 
market suspended all business in the 
scrip of the Central Bank of China 
after the price jumped within 10 days 
from about 800 to almost 3000 per one 
People’s Bank dollar. Remittances be- 
tween Tientsin and South China are 
now based on silver or, in few but 
steadily increasing cases, on People’s 
Bank money 


Hongkong Exchange Banks Association 
AGREED MERCHANT FOREIGN EXCHANGE RATES 


|Maximum Selling. 


Minimum Buying. 


Sterling 1% 15/16 delivery 1/3 1/32 die 
within 2 months 1/3 1/16 O.D. 
with a cut of 1/3 3/32 30 d/s 
1/32 for every 1/3 1/8 60 — 90 d/s 
further 3months 1/3 5/32 120 d/s 
forward. 
(East_ & South 1/3 1/8 O/D if under L/Credit 
Africa) 1/3 3/16 O/D without L/Credit 
1/32nd up every 30 d/s 
(West Africa & 1/3 5/16 O/D if under L/Credit 
West Indies) 1/3 3/8 O/7D without L/Credit 
1/32nd up every 30 d/s 
Rupees (India) 82 3/4 83 3/4 J i 0 
84 O/D 
84 1/8 7 & 30 d/s 
84 1/4 60 d/s 
84 3/8 90 da/s 
Rupees (Ran- Atl buying rates 
goon) 82 3/4 3/16th higher than Indie 
Rupees (Aden) 82 3/4 84 3/8 O/D if under L/Credit 
84 1/2 O/D without L/Credit 
85 30 d/s & 60 G/s 
Malaya $ 52 7/8 Lee ee T.T. & O/D 
53 5/8 30 & 60 d/s 
U.S.$ and 24 15/16 delivery 25 1/4 rT. 
Canada $ within 2 months 25 5/16 0/D—30 d/s 
with a cut of 25 3/8 60— 90 d/s 
1/16 for every 
further 3 months 
forward. 
U.S. Notes 2543/8 (Banks to pay Insurance 
and postage) 
Australia £ 1/6 1/2 1/6 7/8 highs by 
1/6 15/16 O/D. 
New Zealand £.- 1/3 3/16 T.T. 
1/3 1/4 O/D 


In Nanking, which is now under 
military administration, the “gold” 
yuan will be withdrawn from circula- 
tion as from May 8. It is already at 
present no longer seen in the city. The 
Nanking Military Control Committee 
has granted a conversion rate of 2,500 
“gold” yuan per one People’s Bank 
dollar which is a measure greatly ap- 
preciated by the common people who 
were left with this worthless scrip of 
the Central Bank of China. In other 
cities which were recently liberated 
from the misrule of the Kuomintang 
similar currency conversions have been 
arranged. 

(When the People’s Bank of China 
concluded the conversion of “gold” 
yuan into its own money in Tientsin 
and Peiping in the latter half of Feb- 
ruary 1949, the ratio was 10 “gold” 
yuan to one PB$. During the last 2% 
months the PB$ appreciated in terms 
of “gold” yuan by 25,000%). 


FINANCIAL REPORT FROM 
FORMOSA 


During the first 3 weeks of April 
there has been a marked advance in 
the Taiwan note jssue, inordinate ex- 
pansion of credit and uncontrolled 
issue of bank orders and bank man- 
agers’ cheques. Chinese arrivals from 
Shanghai and Nanking have further 
contributed to the worsening of finan- 
cial conditions in the Island. Bullion 
and exchange markets operate freeiy 
but are described as black markets. 
Further over-all deterioration is un- 
avoidable as the refugee government 
from Nanking is establishing itself on 
Formosa with a view to directing a 
war campaign on the mainland. For- 
mosa’s economy is now totally subject 
to the emergency which has befallen 
the Kuomintang and this Party from 
China is tightening the controls. For- 
mosa is feeling ever more strongly the 
oppression of the Kuomintang occupa- 
tion. 

For the period April 5 to 18 the high- 
est and lowest rates, in Taiwan yen, 
for US$ notes were 160,000-76,000: for 
HK notes 31,000-14,500; for one tael 
of gold 81% million-4.52 million. 
—Selling rates in 1000 Taiwan yen— 


Avril taelof gold USS HK$ 
5 4,580 78 15 

8 4,870 86 15% 
14 6,100 110 21 
18 8,500 160 31 


The HK$ crossrate moved from US$ 
51!» to 55%. The gold cross rate, per 
tael, moved between HK$ 285 to 314; 
the gold cross rate, per oz, moved from 
US$ 44% to 4842. 


Erchange Rates between Taiwan yen 
Gnd the money of the Central Bank of 
China: 

During the last 3 years the rate of 
the Taiwan yen in terms of the cur- 
rency of China as issued by the Cen- 
tral Bank of China has been altered 
almost 100 times. Before April 1946 
one Taiwan yen was fixed at Chinese 
National $ 20. On April 1, 1946 the 
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rate was fixed at CN$ 30, by April 1947 
it was CN$ 40, in December 1947, CN$ 
90, on January 27, 1948 it reached CN$ 
100. On August 18, 1948 the rate was 
CN$ 1635 but on August 23, the old 
CN$ was discarded and a new cur- 
rency, the “gold” yuan, was introduc- 
ed, the rate then being fixed at 1835 
Taiwan yen per one “gold” yuan. Sub- 
sequently, the rate was gradually lower- 
ed as the “gold” yuan lost its pur- 
chasing power. On November 1, 1948 
the rate was 1,000, by the end of 1948 
the rate was 222. By the end of 
January and February the rates were 
respectively 80 and 14 Taiwan yen. On 
April 1, at last the rate was fixed at 
one Taiwan yen per one “gold” yuan. 
By April 25, the rate had been changed 
to Taiwan yen 0.10 per one “gold” 
yuan. 

The Formosans demand the discon- 
tinuation of the “link” with the “gold” 
yuan. The location of the Central 
Bank of China’s head office is unknown 
at the moment and its money is no 
longer accepted in China. In fact, the 
“gold”? yuan is no longer legal tender 
in China. 

It is contended in Formosa that al- 
ways exchange rates fixed by the Cen- 
tral Bank of China and the Bank of 
Taiwan were far behind the actual 
market value of the Chinese money in 
terms of Taiwan yen. The spoliation 
of Formosa by way of fixing exchange 
rates for the Taiwan currency has 
‘been facilitated. 


International Gold Market 

Development 

From last week’s Reuter cables the 
following was learned here:— 

A new record price of about US$53 
per fine ounce on a delivered basis wag 
paid for gold last week in Macao. The 
unexpected price strength in Macao 
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was primarily attributed to the lack of 
faith in all currencies. Sellers appear 
content to take payment in any form 
of hard currency, especially dollars, 
Although many middlemen were shar- 
ing in the huge profits from free gold 
in international traffic, South American 


producers are now said to be getting 
net returns $48 to $49. 
Traders everywhere seem convinced 


that one of the reasons for the visit to 
South Aifrica by the International Mone- 
tary Fund manager is to try to persuade 
South A:frica that it should not sell 
gold internationally above the statutory 
$35 per ounce. While developments “in 
South Africa are eagerly awaited, there 
continues to be an actual rush in some 
countries to increase gold production 
and tap the current unusually high 
premium in prices for gold in the inter- 
national market. Even Saudi Arabia is 
now providing thousands of ounces a 
month for the international free traffic. 
Canada, South Africa, France and 


‘many others would like to take advan- 


tage of the present premium in prices. 
United States nationals would also wel- 
come the opportunity to resume opera- 
tions, prohibited since January, 1948. 


While the international first hand 
price around $48 an ounce will continve 
to fascinate the gold producing mem- 
bers of the I.M.F. they can hardly hope 
to realise such prices. 


All gold producers in Fremch over- 
seas territories are now authorised to 
sell their entire gold in the metrcopoli- 
tan free markets. Until now, only 
half could be sold on the free market 
and the remainder had to be exported 
to foreign markets. Gold on the Paris 
free market was currently about US$ 
44 per ounce, based on the free dollar. 


NEW YORK FOREIGN EXCHANGE RATES 


New York banks’ buying rates for 
foreign currency) :— 


Country Monetary unit 

Australia ..........--- Pound: Free ....... 

Belgium 4.26.62 ssee sence Vity Ll Benno AsO oaooe 
Canada... 3. este ccc ene Dollar: 

OMeial cms. «a 

RECO roi anes bl 

Ceylon ies... Datars es Rupee: fos. ees csen 

Czechoslovakia .......--- Koruna ......-.-+5 

Denmark ..........-+-- Krone wccanes ab Vee 

France (metropolitan) .4..Franmc ..........-- 

Oficial es. a=. =. 

> oe 

India, . 2. cece cvesvese wialesStUDO® fe 'eisianys)arnie’a.« sis 


cable transfers (in US$ per unit cf 


1947 1948 Current 
average average rate 
a essai $3.2100 $3.2122 $3.2123 
Toe aie 6228 0228 0228 
seek 1.6600 1.0060" 1.c000 
seme -9200 .9169 -9267 
ets = —— -3012 
Bras .0201 0201 6201 
seeee -2086 .2086 -2685 
aaeis 0084 

alwele = -0049 0047 
SReaS _ -G032 6031 
Cais -3016 -3017 -3017 
3776 3767 -3763 
3.2229 3.5048 3.9915 
-2016 -2016 2016 
— — 4968 
0403 0402 -0403 
4.0074 4.6075 4.6075 

0913 .0913 
— -4708 
2782 2782 -2782 
.2336 .2336 -2336 
4.0286 4.6313 4.0314 


The New Zealand pound’s value was increased by action of the New Zealand Govern- 
ment on Aug. 19, 1948, placing the currency on a par with the Bank of England pound sterling. 
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Gold Transactions on Free 
Markets 


(By Chas. A. Mitke, Consulting 
Mining Engineer, Manila) 


Gold—its production and sale, is a 
subject of vital importance to Philip- 
pine producers. M. A. Kriz, economist 
for the Federal Reserve Bank of New 
York, reviewing present conditions and 
future trends, discerns three important 


developments. (1) In 1948, for the 
third year, the world’s gold output 
showed a rising trend. (2) Foreign 


sales of gold to the United States slac- 
(3) Legal open markets for 
gold were established in some coun- 
tries. On these markets, as well as 
on the Far Eastern and Middle Eastern 
free markets, the price of gold tended, 
on the whole, to rise. The overall worid 
increase in gold production in 1948 
stemmed entirely from three countries: 
the Union of South Africa, Canada, and 
the Philippines. 


Mr. Kriz states it is not yet possible 
to ascertain if, and to what extent, last 
year’s output was affected by subsidies, 
tax reductions and other measures for 
stimulating gold production. In Cana- 
da, subsidies became effective on Jan- 
uary, 1, 1948, for a period of three 
years. In Western Australia and in 
Southern Rhodesia they were establish- 
ed during the year. 


The Canadian and Australian sub- 
sidies are not uniform payments fer 
each ounce. of gold mined, but are 
differential payments, designed to en- 
able individual marginal mines to con- 
tinue operatians despite rising costs of 
production. In the opinion of the In- 
ternational Monetary Fund, which was 
first consulted by the Canadian and 
Australian Governments, such sub- 
sidies, where extended on the merits 
of particular cases and in the light 
of special circumstances, are not to be 
understood as casting doubt on the uni- 
formity of the monetary value of goid, 
nor as contravening the obligations 
from member countries to engage in 
gold transactions solely at prices based 


on the par values of members’ cur- 
rencies, 
On the other hand, the original 


Rhodesian subsidy was a general sub- 
sidy on all gold produced. Indirect 
subsidies, such as tax relief, pre- 
ferential railway rates, govern- 
ment financing of technical = re- 
search, etc., exist in a large number of 
countries. Import licenses for goid- 
mining materials and equipment are 
likewise administered in such a way 
as to aid the gold-mining industry. 


The year 1948 saw the creation of 
legal open markets for gold in France 
(and Algeria, Tunisia, and Morocco), 
Italy, and Finland. At these markets, 
trading is wholly free and buvers and 
sellers need not even give their names, 
an aspect of the trade that has speciai 
significance under the conditions pre 
vailing in these countries today. Ex- 
port and import of gold continue to be 
subject to license, but according to 
various reports, there has been some 
international gold arbitrage through 
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smuggling. No gold sold on the open 
market has thus far found its way into 
the French Stabilization Fund, which is 
of course precluded from buying gold 
at a premium. 


Elsewhere in Europe, private busi- 
ness in gold has dwindled to an in- 
significant volume. 


_ Very few countries, it appears. con- 
tinue to attach importance to the 
domestic role of gold as a cover for 
legal currency. 


_On the other hand, gold continues to 
piay a role as the final means of inter- 
national settlement. However, under 
the circumstances of the present day 
dollar shortage, this role is of course, 
confined principally to use by foreign 
countries in making payments to the 
United States. Under the European 
Recovery Program, which became effec- 
tive last April, two important develop- 
ments have occurred in respect to the 
use of gold for international payments, 
the ultimate implications of which 
cannot yet be foreseen, 


First of all, Marshall Plan doilars 
have enabled the participating Euro- 
pean countries, Canada, and also some 
Latin American countries to have gold 
that otherwise would have found its 
way to the United States. By taking 
care of a large part of the require- 
ments of ERP countries directly, or 
indirectly through off-shore purchases, 
the Marshall Plan has slackened the 
flow of gold to the United States. 


_In addition, European countries par- 
ticipating in the European Recovery 
Program are likely to have smaller re- 
course to reciprocal gold payments than 
a year ago. Under the post-war bila- 
teral agreements, balances that accrued 
‘beyond a stipulated credit-ceiling were 
to be paid off by gold transfers. In 
contrast, under the intra-European 
clearing scheme which began operations 
in October, 1948, the financial barriers 
to foreign trade have been lowered, 
with the prospect that gold payments 
will become less frequent. 


The European Recovery Plan has thus 
limited, for the time being, the interna- 
tional role of gold as a balance-of-pay- 
ments settler. Yet, if the Marshall 
Plan succeeds in protecting the gold 
reserves of the participating countries 
or permits some accumulation of gold, 
conditions may gradually be re- 
established under which gold, in con- 
junction with the additional source of 
funds that has been provided foreign 
countries through the creation of the 
International Monetary Fund, may 
again perform its traditional role of 
international medium of exchange. 


In the United States, Representative 
Clair Engle, of California, has intro- 
duced a bill in Congress which would 
allow gold in any form to be bought, 
held, sold, or traded on the open mar- 
ket, and would allow export without 
the impositian of duties, excise taxes, 
licenses, permits, or “any restrictions 
whatsoever.” Gold imported into the 
United States would be given the same 
rights as domestically mined metal. 
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Hongkong Share Market 


Depression continues, 
the “China situation” 
lieved and buying interest 
current record low rates is conspicuous 
by its absence. Some investors never- 
theless add to their portfolios showing 
good sense and quiet confidence into 
the stability of Hongkong. The “red 
bogey” 1s responsible for the losses 
now suffered by panicky holders 
who sold at heavy sacrifice prices. 
A number of merchants under the 
pressure of other commitments 
were forced in recent weeks to 
liquidate. The behaviour of  out- 
port holders was mainly respon- 
sible for the slump of last week. This 
was particularly evident in the case of 
Hongkong Bank shares which were 
offered in London at the lowest price 
since early 1947. Banks dropped here 
to $1600 last week; buyers at this 
quotation are assured of a 5% return. 
It would appear that there are no 
better purchases of securites in the 
whole world than are currently offer- 
ed on the local share market provided 
that Hongkong remains a British 
Colony—and about that there should 
be no doubt whatsoever. Nobody is 
even suggesting a change of the status 
of Hongkong—except the local variety 
of rabbits. 


Volume of Business:— 


Total sales reported amounted to 
157,330 shares of an approximate 
value of $2 millions, a decrease of $%4 
million compared with the preceding 
weck,. 


Price Index:— 


The Felix Ellis averages based on 
the closing prices of twelve active 
representative local stocks closed at 
125.78 for a net loss of 3.62 compared 
with the close of the previous week. 
Day-by-day his averages were: April 
25, 128.24; April 26, 127.58; April 27, 
127.13; April 28, 126.49; April 29, 
325.78: 
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LOS ieee rsh tare 155.82 123.88 
OSS: oe 2a. Stele 148.68 134.05 
anxiety about Oe 138.37 125.78 
remains unre- bear, 
even at Dividends : 
The Directors of China Emporium 


Co, Ltd. have declared a dividend of 
80 cents per share-and 20 cents bonus, 
nett. 

The Directors of Wm. Powell Ltd., 
have declared a dividend of $1 per 
share and a bonus of 50 cents per 
share, free of tax, in respect of the 
financial year ended 28th February, 
1949. 

The Directors of the Hongkong & 
Whampoa Dock Co. Ltd., have de- 
clared a dividend of $2.25 per share, 
less tax, for 1948. 


Business Done:— 


Hongkong Government Loans: 
Hongkong Government 4% @ 103. 

Banks: Hongkong Banks @ 1670, 
1600. 

Insurance: Cantons @ 340; Unions 
@ 705, 676; 

Shipping: Asia Nav. @ 60 cents, 70 


cents, 62 cents. 

Docks & Godowns: Hongkong & K. 
Wharves @ _ 120: N.E: Wharves 
@ 5%; Hongkong Docks @ 18, 17%, 
7; 16%, 1634; China Providents @ 
12.86; 12%; Shanghai Docks @ 7, 6.70; 
Wheelocks @ 29, 27, 2634, 27. 

Hoteis & Lands: Hongkong Hotels 
@ 11, 10.70, 19, 10%; Lands @ 50%, 
52; Shanghai Lands @ 2, 2.05, 2.10, 
2.15: Humphreys @ 11%. 


Utilities: Hongkong Trams @ 16, 
15.70, 16, 15%, 15, 14, 1434, 14%, 
14.40, 1444; China Lights Old @ 12.90, 
12:70;. 1232, 212:20, 12 306s T2107 Tes 
11,80;. 17,905" 51980) 22, LOO. SL aeTOs 
11.90, 12; New @ 814, 8.40, 8.20, 8, 
8.110). “7805 (8.5 (7:90, 97:80, r-00, 8 Tyee 


Hongkong Electric @ 3i%2, 31%, 31, 
30%, 30%, 30, 30%, 30%, 30, 
2934, 29.60, 29.40, 2934; Macao Electrics: 
@ 25%, 25; Telephones @ 24, 23, 22, 
20; 1934, 19° 

Stores: Dairy Farm Old @ 33, 32,, 
30, 3i, 3144, 31%, 31, 30; Watsons @ 
4244; Yangtszes 314. 

Cottons: Ewos @ 5.60, 5%. 


SS Ra SS TS POR ETE 
Hongkong Commercial Markets 


Commodities under Exchange Control 

The export of the following com- 
modities is only permitted if a specified 
percentage of the US$ export pro- 
ceeds is surrendered to Hongkong Ex- 
change Control who purchase them, 
through the authorised banks, at the 
official rate:— 55 

Tung (wood) oil; Preserved ginger; 
Pepper; Tin, Lead, Silver, Pewter, 
Copper, Brass. 


Tung oil exporters to the U.S. are 
required to surrender 15% of their 
proceeds, preserved ginger exporters 
50%, pepper exporters 100%, exporters 
of tin, lead, silver, pewter 25%, and 
exporters of copper and brass 20%. 

Pewter, brass and pepper are the 
latest items to be added to list of ex- 
change controlled commodities. 


The fixed percentage of exchange 
proceeds to be surrendered may appear 
to merchants as arbitrary but in fact 
it is the result of negotiations between 
Exchange Control and the traders con- 
cerned. Although the principle of 
this sort of Control may be contested 
the necessity for Government here to 
earn some US$ cannot be overlooked. 
There is still need to subsidize certain 
essential imports (building materials’: 
which can only be obtained, in adequate 
quantity and within a comparatively 
short delivery period, from the U.S. 
Local exporters of the above named 9 
commodities may feel that they are 
singled out and penalised, seeing that 
shippers of all other re-exports (other 
than originating in the sterling area 
when 100% of US$ proceeds have to: 
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be surrendered to the Control) can 


retain the full US$ value. The local 
Exchange Control, being in constant 
touch with the exporters concerned 


remains however elastic and amenable 
to reasoned arguments about both the 
number of commodities to be placed 
under control and the percentage re- 
quired for official purchase (surrender). 

Silver exports to the U.S. were res- 
ponsible, in 1948, for the largest US$ 
earnings of the Control but during this 
year there were no officially xvecorded 
shipments to America. Tung oil, al- 
though only under a 15% surrender re- 
quirement, now accounts for the major 
earnings of US 


The existence of Macao as a possible 
port of direct shipment to the U.S., if 
conditions warrant, has acted in the 
past and will continue to act in the 
future as a deterrent for the imposi- 
tion of too stringent exchange controls 
over re-exports from Hongkong. It has 
been proved in the past that cargo can 
be diverted from here to Macao and 
shipped from the Portuguese Colony 
to the U.S. there being no exchange 
control in force in Macao. 

The regrettable thing about the con- 
tinued partial exchange control here is 
that in spite of repeated statements in 
the past averring that Hongkong Gov-~ 
ernment was anxious to reduce step by 
the, admittedly, few controls which 
exert a trade-hampering influence on 
business, controls have increased and 
there are no signs for an early relin- 
‘quishment of these control measures. 


Import & Export Payments 


Importers have recently agreed to 
dealers’ requests to reduce the cus- 
tomary margin for indenting, a result 
of disinclination on the part of dealers 
to lay in larger stocks. While for gen- 
eral cargo 25% margin money should 
be generally demanded by importers 
there have been many cases now when 
indents with as low as 5 to 10% de- 
posit have been closed. Many dealers 
have found service from importers who 
took the whole risk upon themselves 
and financed the purchase of cargo 
abroad (with the help of overdrafts 
which are charged at only 5 to 6% 
p.a.); and in order to keep the trade 
going, considering the relative tightness 
which a large number of dealers and 
wholesalers experience as a conse- 
quence of stagnancy in re-exports, 
financially resourceful importers have 
extended unusually long payment 
terms to their customers. The small 
importer who cannot dispense with a 
substantial margin money when order- 
ing abroad merchandise on behalf of 
local dealers is slowly forced out of the 
business. Old established import 
houses and those firms with reliable 
bank credit are concentrating an in- 
creasing portion of import business ia 
their hands, 

Most importers here are accustomed 
to establishing irrevocable letters of 
credit as the larger number of com- 
mercial transactions are effected in 
this manner. However, the overseas 
credit standing of the importer may 
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permit of other forms of payment. Re- 
putable firms with long-established 
connections are granted from 30 to 90 
days for payment while only a relative- 
ly small number of firms here can pur 
chase abroad on open account. Over- 
seas shippers usually classify Hong- 
kong like China and thus insist on. 
payment conditions which, in the end 
effect, increase the cost of foreign 
goods on account of interest charges. 


Exporters in Hongkong’ request 
generally the opening of an irrevocable 
letter of credit by the purchaser, with 
payment against documents. Sight 
drafts and drafts payable 30 days aftér 
presentation of documents are nowa- 
days uncommon. Those exporters who 
have close connections abroad ship on 
open account, a procedure particularly 
popular among overseas Chinese com- 
panies. 


The local retail market, overstocked 
as it is, enjoys now easier terms both 
from importers and dealers. Sales on 
a cash basis are however still prevalent 
although 30 to 90 days’ credits become 
more frequent. Demand for discounts. 
irrespective of the quantity of goods 
involved, have become more insistent 
especially when bills are to be paid im- 
mediately. The practice of sales on 
the instalment plan appears to become 
more popular in Hongkong. An in- 
creasing variety of merchandise is now 
brought into the retail trade by way of 
consignment sales. Department stores 
and all.shops selling the ordinary type 
of consumer goods complain of reduced 
turnover and growing selectivity among 
customers As these shops. see that 
their inventories only slowly decline 
they feel hesitant to lay in new stocks. 
The consideration of lower world mar- 
ket prices further contributes to buyers’ 
resistance and more accommodating 
payment conditians. 


Surveys & Analyses 


There do not exist in Hongkong any 
reliable organisations which conduct 
regular market analyses or compile 
commercial surveys. Even the leading 
banks in the Colony do not maintain 
a research department. Although 
it is generally admitted that the 
value of a competent service supply- 
ing commercial intelligence reports and 
market analyses is particularly impor- 
tant in an international entrepot like 
Hongkong no experienced staff for such 
a service can be found, 


Business with East Africa 


Hongkong manufacturers who have 
this year exhibited in full strength at, 
the B.I.F., London, are looking for- 
ward to larger business with British 
East African territories, as demand for 
locally produced consumer goods re- 
mains strong and inquiry is increasing. 
Buyers in the Anglo-Egyptian Sudan, in 
“Kenya, Uganda and Zanzibar are not 
only making their ,purchases here fo: 
the satisfaction of the demand in their 
own areas but also for transhipment to 
other countries in Africa. The pur- 
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chasing power of the Africans has not- 
ably advanced in the postwar period 
and interest for cheaper but solidly 
produced commodities for daily use is 
steadily rising. Due to prewar con- 
tacts and energetic promotion of ex- 
por’s during 1946/48, Hongkong 
manufacturers of cotton goods, rubber 
shoes, hurricane lamps, enamel ware, 
cooking utensils, etc. have been able to 
expand their shipments to East Africa. 
Merchandise with the mark “made in 
Hongkong” has become very popular in 
the principal trading places there. 


All cargo entering the territories of 
British East Africa and the Anglo- 
Egyptian Sudan must be packed with 
great care because of the variations in 
climate. Humidity and tropical rains 
contrast sharply with extreme dryness. 
For edibles and perishable goods, for 
example, sealed tins are necessary be- 
cause of the drying effect of hot desert 
winds and the penetration of sand. 
Also packing must be substantial to 
withstand rough handling and pilfer- 
age. 


The British African territories offer 
excellent prospects as a postwar market 
for imports, due consideration being 
given to currency restrictions. Main- 
tenance and renewals were reduced 
during the war to the absolute mini- 
mum and as. soon as' materials, and 
supplies become available heavy arrears 
must be taken in hand. New works 
and the enlargement and improvement 
of existing works are projected which 
will cover a wide range. The works 
planned include buildings and housing, 
the expansion of the medical ancl 
educational services, involving new 
hospitals and schools and their equip- 
ment, and the improvement of the gen- 
eral standards and cultural conditions. 
Transport and communications plans 
call for extensions and renewals of 
railway lines, buildings, rolling stock. 
machinery, and equipment; renewals 
and development of river steamer ser- 
vices; replacement of motor vehicles of 
all types and of equipment for motor- 
transport workshops and garages; im- 
provement and extension of municipal 
and rural water and electricity supply 
systems, telegraphs, telephone, and 
radio communications, broadcasting, 
and the meteorological services. Exten- 
sions to irrigation schemes are project- 
ed; pump irrigation schemes, both pri- 
vate and Government, will require re- 
newals and extensions; and mechanised 
farming is being planned. A program 
of soil conservation contemplates the 
use of a variety of machinery. 


Heavy demands are expected for all 
types of consumer goods for which the 
population has for long been starved— 
from cotton textiles to cooking utensils, 
from enamelware to reasonably priced 
rubber-soled canvas shoes, from per- 
fumery to kerosene ‘amps, from 
ready-made clothing to serviceable 
watches, in short, the thousand and one 
articles which the natives want. 
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Imports & Exports of Metals. 


In view cf the criticisms sometimes 
levelled at the Department of Supplies 
and Distribution, it is only fair to draw 
attention to the other side of the ques- 
tion. For instance, although controls 
exist in regard to imported metals 
required for building and manufactur- 
ing purposes as well as shipbuilding 
and repairs, locally manufactured steel 
bars, etc., may be exported up to 25% 
of output. The figures of exports for 
1948, amounting to over 16,000 tons, 
show the results of local effort. Further- 
more, importers who have found their 
own exchange, apart from US dollars, 
for imported metals are able to re- 
export them without hindrance, 

Contrary to the usual belief, there 
have of late been very few imports of 
steel from Japan, though the Ti'aikoo 
dockyards are at present trying out an 
order for steel plates, with a view to 
testing whether they come up to the 
required standard for shipbuilding. The 
giving of licences for imports from 
Japan is, of course, governed by the 
two-way arrangement with SCAP, under 
which the Department of S. & D. keeps 
an eagle eye on imports lest they out- 
weigh exports by too large a figure. 
In this connection, it is well to point 
out that importers can apply to the 
Department for a transfer of exchange 
at the official rate in cases where a 
licensee has not used up his allocation 
of exchange, without being obliged to 
turn to the open market for it. So fai 
there do not seem to have been many 
requests for such additional exchange. 

Incidentally, it is pointed out by the 
Department of S. & D. that every ap- 
plication for a licence is cleared within 
the day, unless it has to be referred 
back to the applicant for any reason. 

Special Import Licences are only 
required for the following categories 
of ummanufactured and semi-manu- 
factured iron and steel:— 


Bars and Sections: 


Mild Steel Bars: Rounds, Squares 
and Flats. 

Mild Steel Angles, Channels, Joists, 
Tees. 


Mild Steel Zed Bars. 

Mild Steel Window Sections, 

Reinforcine Bars. 

Steel Shafting. 

Tool Steel, Round, Square, Hexagon 
and Hollow. 

Rails, Light and Heavy Gauges. 


Wire Rods: 
M.S. Wire Rods 
Defective Wire Rods (Cobbles). 
Stee! Wire, Plain or Galvanized. 
Wire Shorts, Plain or Galvanized. 


Plates and Sheets: 

M.S. Sheets, Plain or Galvanized. 

Mild Steel Ship Plates, and con- 
strvetional plates. 

Mild Stee] ‘Bridge, Tank, and Loco- 
motive Frame Plates. 

Mild Steel Chequered Plates. 

S.M. Steel Boiler Plates. 

Cold Rolled Close Annealed Sheets. 
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Tin Plate and Tin Mill Black Plate: 
Tinplate, Primes. 
Tinplate, Unassorted. 
Tin Taggers. 
Tinplate Waste Wasters. 
Tinplate Strips. 
Tinplate Misprints, 
Tin Mill Blackplate. 
Tin Mill Blackplate Waste Wasters. 


Steel Strapping: 
Case Hoops 
High Tensile Strapping 
‘Presspacking Hoops 


Steel Pipe: 
Galvanized Steel Pipe and fittings. 
Black Steel Pipe and fittings. 


Miscellaneous: 
Pig Iron 
Cast Iron Pipe and fittings. 
Steel Scrap 
Boilers Tubes, 


COMMODITY MARKETS 


Cotton Underwear. 

A considerable stimulus was given 
to’ the weaving and knitting mills by 
the receipt of an order for 90,000 
dozen singlets from Indonesia. There 
are 334 knitting and weaving mills in 
Hongkong, employing 11,572 -vorkers, 
and for some time past they have been 
facing difficult conditions as a result 
of loss of trade, caused in most cases 
by the high cost of production because 
of out of date machinery. Unless this 
branch of the iridustry is able to make 
the necessary reorganisation, it is to 
be feared that it will find it difficult 
to stand up to Japanese competition. 
With this end in view, an: expert was 
invited to come to Hongkong from 
England to advise as to the necessary 
reorganisation required, and his report 
should shortly be in the hands of 
Government, 


Piece Goods. 


The military operations around 
Shanghai, following the advance of the 
communist armies, has created an 
artificial situation on the local market. 
Piece goods, which had fallen consider- 
ably at the erd of last week, have 
risen st as much ai the ena of this 
week, the two chief causes being a 
feared shortage of supplies from 
Shanghai, and difficulties in effecting 
shipment to China. It was, however, 
anticipated that there would be a 
strong demand for locally made piece 
goods. but this anticipation was not 
entirely fulfilled and probably denoted 
wishful thinking, as although prices of 
piece goods rose there was very little 
demand,. buyers evidently holding cff 
pending a clearing of the situation. 

Tsin Leung Yuk white cloth which 
had been selling at $39.50 per piece 
rose to $44, with some demand from 
Manila, other brands also improved. 
Grey sheetings were also required by 
Manila buyers and rose by about $3 
per piece, over 10,000 pieces being 


purchased; elephant head brand sold at: 
$42, dragon head with the arrival of 
4,000 pieces was offered at $45.50, but 
without acceptance. Other cloths also 
were offered at higher prices. Sun 
Kwong pongee shirting rose from 
$52.50 to $58.50. 


Artificial Silk. 

Japanese rayon Schioze No. 120 met. 
the requirements of sellers from China, 
selling at $1.25 to $1.36 per yard, 

Artificial silk of Japanese and 
Italian make was on the market, but 
with little demand. Sellers were un- 
willing to dispose of their stocks at 
low prices, 


Yarn. 


Following the example of the piece 
goods market, yarns rose; prices were 
also increased as a result of an increase 
of indented values at the sources of 
supply. Buyers, however, were not 
inclined to pay the prices asked and 
sellers would not come down to meet 
them, consequently the market was 
inactive. Rumours were rife as to 
the effect of the military situation on. 
future supplies from Shanghai, which 
added to the tension. The main sup- 
port came from Siam, in spite of the. 
fact that Japanese yarns and _ piece 
goods were being shipped to Singapore 
and Siam. Golden city 42’s sold at 
$2110 per bale, globe 20’s and angel 
ee fetched $1240 an increase of about. 


Raw Cotton. 


The market opened with: a demand 
for American raw cotton, but increased 
prices in the US affected purchases 
locally and the market became _ in- 
active. Cottcn in New York was 38 
US cents per lb cif. for 32’s and 33 
cents f.o.b. for 20’s; the price on ar- 
rival at Hongkong was HK$2.10 for 
32’s, and for 20’s $1.88, whereas the 
local price for the former was $1.95 
and for the latter $1.80, entailing a 
loss. 


Metals. 


British steel window frames made 
their appearance on the Hongkong 
market, but in spite of the fact that 
recent buildings made use of such. 
frames, were unable to make head- 
way, meeting with strong competition 
from locally manufactured frames, as 
well as from those made in Canton. 

Prices of metals generally continued’ 
low, although sellers were unwilling to- 
dispose of their stocks at such rates, 
in view of the high exchange for US. 
dollars. Heavy stocks, however, pre- 
vented a rise, specially with continual 
arrivals and also in view of falling 
prices in Europe. 

Galvanized mild steel sheets, (thin), 
found an unsteady market. Italian 
3x7ft., forward delivery, was offered’ 
at $7 per piece, Belgium 3x7 dropped 
to $12.20 and 3x6 fell to $9.70. To- 
wards the end of the week, with stocks: 
almost cleared, Belgian 3x7 ft rose to 
$13.60 and 3x6 to $9.80. Japanese: 
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sheets (thin) were booked at $5.60 
c.if., and cheaper European makes at 
$6 c.if. Mild steel bars of all kinds 
ordered from Europe have begun to 
arrive, which caused prices to remain 
low. Owing to the uncertain conditions 


in China, the Canton market was 
nervous, which_ affected the local 
market. Square bars fell by $2/$3 


per picul, 15’’ to 1” selling at $40; 40ft 
round bars 4” and 3” fell to $40, 
4,” to 1” were offered at $35; flat 
bars, however, rose through lack of 
stock, 38” and 12” selling at $43, 1” 
te 2” selling at $46; angle bars were 
inactive; 34” to 2%” being offered at 
-$42/$43, and 3” to 312” at $48 per 
picul. Corrugated steel bars, with 
large stocks on hand, were inactive: 
20ft to 40ft %s” sold at $37 per picul, 
4%” to 34” fell to $34 as against a 
previous price of $37. Steel shafts 
improved, with active demands from 
local factories; under 1” in diameter 
sold at $45 per picul and 1” to 2” at 
$50, but sellers complained that these 
prices were too low to allow of much 
profit. Copper sheets were in demand 
by buyers from North China, and 
prices rose abruptly, but all require- 
ments could not be met owing to 
shortage of stock: 30x36 were offered 
at $240 per picul, 1020 rose to $245. 
‘Tientsin buyers were in the market 
for US copper ingots 99.95%, and 
stocks being low prices rose, jumping 
from $125 per picul to $185 and even 
$190. Kwangsi copper ingots, on the 
other hand, which are mainly exported 
to America, fell to $92 as there were 
few buyers in the market. Keen com- 
petition from Japanese wire nails 
caused prices of other makes to fall: 
Czechoslovakian 1%” to 3” dropped to 
$46 per picul, against an indent price 
of 70 shillings, making a loss of $20 
per keg; Polish nails fell to almost 
the same level; locally manufactured 
wire nails sold at $49 per picul, a drop 
of $1. An inactive market for tinplates 
followed as a result of a) high un- 
official US exchange, and b) restric- 
tions on exports from Great Britain, 
few stock replacements being expect- 
ed: British 200 lb casks sold at $102.50 
for forward delivery and at $105 for 
spot; US 20-28” were offered at higher 
prices to offset exchange, but found 
no purchasers. Tin waste was in de- 
mand from buyers from Siam and 
Swatow, and prices rose notwithstand- 
ing the arrival of 100 tons: 10x19” and 
upward in 200 lb cases sold at first at 
$87 per case, but rose later to $92; 
other specifications rose by $1 and 
sold at $88 per case, which was con- 
sidered a profitable price against the 
indent value of $83; British 200 lb cases 
were offered at $104. 


Chemicals. 

At the beginning of the week, low 
stocks of sulphate of ammonia caused 
fuyers to turn to muriate of ammonia, 
which led to an improvement in price 
for the latter: Belgian muriate of am- 
monia 14% cwt packing was selling at 
$626 per ton, a rise of $10. Potassium 
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nitrate alsc rose to $96 per picul. 
Bicarbonate of ammonia, 2cwt drums, 
fetched $81 per drum for a quantity 
of 20 drums, Chloride of ammonia in 
1.5 cwt bags, crescent brand, fetched 
$€25 per long ton; Australian 1 cwt. 
bags sold for $600 for 3 tons. Caustic 
soda, crescent brand, sold at $200 per 
drum; US caustic soda, solid, 700 lb 
drums, rose steadily from $146 per 
drum for 400 drums to $150. Sodium 
sulphide fell, with large stocks on 
hand; British 5 cwt drums fetched 
$600 per long ton, US caustic soda, 
solid, fetched $520 for a quantity of 4 
tons, this price causing a loss to the 
seller. Potassium nitrate powder, ~2 
cwt bags, fetched $52 per picul. Paraf- 
fin wax 143/150, 9 slabs to a carton, 
fetched $63 per picul for 100 cartons, 
and 6 slabs per carton sold at $48.50 
a picul for 50 cartons. Calcium car- 
bonate precipitate fetched $400 per 
long ton. I.C.I. lamp black in 187.5 
lb cases, sold for $230 a case for 5 
cases. Sulphur black 693, 100 catty 
drums, fetched $210 a picul for 60 
drums, Sulphur powder in 100 Ib 
paper bags (USA) sold at $22 per 
picul for 10 tons and in 50 kg gunny 
bags (USA) for $23 a picul for 137 
bags. Shellac, superfine, 164 lb cases, 
sold for $402 a picul for 25 cases. 
Chlorate of potash from Finland in 50 
kg wooden cases, first sold at 57 cents 
a pound but rose to 62 cents, upon re- 
peat orders from Canton and Northern 
China; USA product in 200 lb metal 
drums fetched 66 cents a pound. Ex- 
tract of Mimosa, elephant brand, 1 
cwt bags, sold for $84 per bag for 100 
bags, an increased price due to lowere 
ed stocks. Quebracho extracts, horse 
head brand, sold at the lower price of 
$87 per bag. Bleaching powder 70% 
130 lb drums (USA) being in request 
for Canton sold at $1.30 per lb. Red 
amorphous powder in 110 lb cases, 
Canadian, sold for $238 per case for a 
quantity of 15 cases. 


Paints. 

The paint market was active, with 
enquivies from Africa, Siam and 
Maniia, shipments of over 3,000 cases 
being also despatched to Japan. The 
manufacture of paints is becoming an 
important industry for Hongkong, 
especially with the advantage of being 
near the sources of supply for tung- 
oil, which is one of the chief consti- 
tuents. There are nine factories at 
present more or less fully occupied 
and employing 269 workers. The 
monthly output of paint runs into $1.2 
million on the average. 


Cement 

The arrival of 30,000 bags of cement, 
coupled with uncertain conditions in 
North China which affected enquiries 
from Swatow, Foochow and Amoy, 
tended to keep prices low on a dull 
market. Japanese cement in (0 lb 
bags remained at $4.90 for spot, while 
forward delivery was booked at $94 
per ton. Green Island ‘“emeralcrete” 
in 112 lb bags stood at the official 


May 4 


price of $8.30 per bag for spot, and the 
imported ‘“snowcrete” white Portland 
cement was offered at the official 
price of $55 per drum of 375 lbs, the 
locally manufactured grey cement 
standing at the controlled price of 
$7.30 per 1 cwt bag. Danish white 
cement. Bates brand, was offered at 
$16 per 1 cwt bag for spot, or $15 
forward delivery. Formosan 1 cwt 
bags fell to $5.60. USA Red Cross 
brand white cement stood at $18.80 
per bag of 94 lbs. 


Paper. 


The uncertain conditions in China 
also affected the paper market, which 
remained inactive throughout the 
week. Bond and woodfree fell by 
about 3 cents a pound; Cellulose 
36x39” dropped by $3 per ream; 
newsprint in ream dropped to $18.70 
per ream; and USA cigarette paper, 
with large stocks in hand, fell by 40 
to 60 cents a bobbin for 27 mm 
and 29 mm. Strawboard from the 
Netherlands was an exception to the 
general tendency, showing a rise of 
$19 per ton. 


Glass. 


A shipment of 500 cases of glass was 
received, but the market remained 
inactive. Japanese glass 16 oz 100 sq. 
ft sold at $30 per case, 18 oz at 321, 
ae forward delivery was booked at 
$26. 


China Produce. 


The recent lifting by the British 
Board of Trade of the restriction upon 
importations of teaseed oil from 
Hongkong into the United Kingdom 
exerted a stimulating effect on the 
market and the price of the com- 
modity rose to $125 a picul with the 
expectation of increased exports; the 
price in Canton also rose to $100. With 
the arrival of supplies from China, 
business became very brisk, and quo- 
tations rose to $135.50 per picul for 
45% acid teaseed oil, though actual 
sales were made at $132, Rapeseed oil, 
with export permit also shared in 
the general activity, rising to $130 
per picul, while without export per- 
mit it sold at $127; later in the week 
it foll to $128 with permit. 

Most of tne collecting centres for 
vegetable oils, it was learned, had now 
moved to Kunming and Kweiyang, etc, 
sc that the main exports would for a 
time at least have to come from Can- 
ton, instead of from Shanghai as in 
the past. It is to be hoped that the 
situation in regard to the Northern 
port will clarify soon, as the state of 
confusion at present existing in that 
city is destructive to steady trade. 
Notwithstanding anxiety, however, the 
market in standard tungoil was very 
active. with supplies coming along, 
although transportation from various 
parts of the interior of China was said 


to be almost impossible. The chief 
route is now via Wuchow, Kwangsi 
province, to Canton and thence to 


Hongkong. It is anticipated that there 
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will be a steep rise in price should the 
United States come into the market 
for tungoil. Meanwhile, the market has 
to depend upon Germany and Great 
Britain and other countries in Europe. 
At the beginning of the week sales of 
tungoil concentrate were made at $135 
per picul, with export permit, the 
price in Canton being $80; later it fell 
to $120 for a quantity of 400 tons, and 
finished up with $118 per picul. 

A large sale of 200 drums of soya 
‘ean oil was made at $103 per picul, 
the price of this commodity later rising 
to $il5. This increase in price was due 
to the expectation that further sup- 
plies would be difficult to obtain from 
North China. The market for peanut 
oil also showed signs of a rise: Dairen 
peanut oil sold at $148 per picul 
for medium quality and £153 for the 
‘best; Hongkong peanut oil rose to $195 
for best quality and $180 for medium. 
‘Sesameseed oil was offered at $320, 
with every expectation of a further 
increase, Singapore coconut oil, on the 
the hand, was weak and fell to $106 
per picul. 

Cassia whole, Shek-on best quality, 
with a rising market caused by orders 
from the United States, tetched $170, 
for a sale of over 200 piculs, a rise of 
$20 per picul. Liuchow  gallnuts im- 
proved to $170 per picul for a quan- 
tity of over 100 piculs. Nanning, 
‘Kwangsi, aniseed star best quality sold 
at $52, and Tung Hing, Kwangtung, 
aniseed star at $50 per picul. Haihow 
galangal sold at $30.50, stocks being 
low. 

All commodities rose, as a result of 
the uncertainty existing in regard to 
procuring supplies from China: peanuts 
(shelled) sold at $75, an increase in 
price of $3 per picul; Pei Shan apri- 
cots, best quality, rose to $200 per 
picul, medium grade fetching $182; 
Tientsin red beans were offered at 
'$75: black beans rose to $57 and later 
to $60. 


‘Tea. 


A shipment of over 29 tons of tea 
was despatched to France, in com- 
pletion of outstanding orders. This is 
the season for tea from Formosa, the 
Price (gross) per picul working out at 
‘380. Anxiety was felt that direct ship- 
ments wouid be made from Formosa 
to countries abroad. which would 
seriously affect the Hongkong market. 


Rice 

The rice market, being badly affect- 
ed by the military situation, rose 
heavily; best quality rose to $86 per 
picul, medium to $75 and lowest grade 
to $51. Later, however, a reaction set 
in with the news that rice was being 
rationed in Siam at 60 cents per catty 
and 4 catties per head. The fall in 
price on the local market was $2 per 
picul. 


Soya Beans and Oats. 

Sales of soya beans amounted to 
over 7,000 bags, the prices ranging 
from ($63.50 to $66.70 per picul for the 
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China Star Aniseed Oil 


(Special to the “Far Eastern Economic Review’’) 


China Star Aniseed Oil is a volatile 
oil obtained from the fruits (star 
aniseed), twigs and leaves of Illicium 
anisatum, of the natural order Mag- 
noliaceae, a free which somewhat re- 
sembles a laurel and which attains a 
height of from 25 to 30 feet. lt is 
extracted not by pressing but by the 
ordinary process of distillatian. 

It is commercially known in Chinese 


as Hui-yu or hui-hsiang-yu. This de- 
nomination sometimes gives rise to 
some confusion as the oil obtained 


from the seeds of Pimpinella anisum, 
of the natural order Umbellifera, 
that is to say, the ‘oil of anise” or 
“Oleum Anise”, is generally vaguely 
referred to under the same name. These 
two oils are practically identical in 
all chemical respects and uses, with 
only very slight difference in flavour, 


and are often substituted for each 
other in places other than China, 
where the seeds of anise (Pimpinella 


anisum) are not so often used for dis- 
tilling the oil. 

The Chinese name for Star Aniseed 
is Pa-chiao, meaning “eight cornered”, 
derived from the radiate, star-like 
arrangements of the eight  foliicles 
that compose the fruit. The fruit 
itself is brown in colour, the longer 
it is stored, the darker it gets. 
Once it is used for distillation, it 
becomes very dark. Each follicle 
contains a shiny, yellow or brown- 
ish, ovate seed in the smooth 
cavity. The testa contains two 
shrunken, oily cotyledons. The peri- 
carp, or rather, the cremocarp. has a 
strong, aromatic, faintly acidulous 
taste, with an odour of the aniseed; 
the seeds have a similar, but sweeter, 
flavour. 


The common anise seed, the seed 
of Pimpinella anisum, 1s called in 
Chinese Hsiao-hui, meaning ‘‘small 


anise” because of its small size. 

It would be more accurate to call 
Star Aniseed Oil in Chinese Pa-chiao- 
yu, the oil from the “eight cornered 
fruit”. 
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best quality, the lower qualities fet- 
ching from $30.30 to $32. 

A shipment of 3,000 bags of oats ar- 
rived from North China and sold at 
$17.86 per picul, for export to Malaya. 


Agar Agar. 

This being the season for Korean 
agar agar, the market was active and 
prices impreved. Best quality fetched 


$1,100 medium $1,000, and lower 
quality $900 per picul. 
Ores. 

As a result of reduced exports to 


the United States, the price of wol- 
fram ore fell, Singapore ore dropped 
from $490 to $470 per picul; Canton 65 
deg., which previously stood at $330 
fell to $295; Yunnan wolfram was 
offered at $465; 99.5% Pat Po fell to 
$560, with permit, a drop of $20, 
without permit selling at $350; South 
Korean wolfram fell to $290. 
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The main constituent of the oil is 
Anethol (C!°H120). It contains also 
Methyl chavicol, anesic aldehyde, 
anesic acid and aterpene, etc. 


Producing © Area:— Star Aniseed 
trees are mainly cultivated in Kwang- 
si province, China. They thrive best 
on hillsides, but are said to be easily 
damaged, particularly by, smoke. Af- 
ter 10 years the trees produce seeds 
suitable for commercial purposes, and 
continue bearing seeds until they are 
over 100 years old. They spring into 
blossom in February/March, and the 
seed is gathered in August/September; 
sometimes two crops can be obtained 
in one year. 160 pounds of Star Ani- 
seed is considered to be a good yield 
from a single tree, but the yield from 


the same tree varies considerably 
from year to year. The fresh seed is 
said to dry down to 20-25% of its 


eriginal weight. 

Method of Preparation:— The pro- 
cess of distillation employed in the 
villages of the South-West of Kwang- 
si, where a large quantity of Star 
Aniseed Oil is distilled, is as crude as 
it is simple. The distillate, consisting 
of a big iron pot, a round wooden 
tank, an earthen jar used as a con- 
denser, and a bamboo pipe as the con- 
duit—such a makeshift installation 
must have been used for generations 
for distillation purpose in China. In 
this case, twigs, leaves and sometimes 
the star aniseseds are collected and 
usually some 440 lbs. of them are put 
in the big retort at one time for a 
single distillation. The oii, being 
lighter than water; rises to the sur- 
face and flows out. The output of 
such process is said to be around 12 
lbs. a day. 


Grades of Oil as known in the 
producing area:— Commercially, two 
grades are known in the native mar- 
ket: the Dzen Oil and the Se Oil. 

Dzen Oil is the oil produced in the 
several districts formerly under the 
jurisdiction of Dzen-An County dur- 
ing the Ching Dynasty, hence is deriv- 
ed the name. This oil is generally up 
to the exportable standard. 

Se Oil is the oil produced in dis- 
tricts around Pe-Se where it is col- 
lected and distributed, which must be 
attributed to the poor attention paid 
to the growing of Anise trees as wel! 
as the poor distillation method. 


Quality of the Oil:— Aniseed Oil 
of good quality is of a bright amber 
colour. If there is a reddish tint, or 
if reddish tints appear im parts, the 
oil is not of prime quality. Busi- 


ness is chiefly done on the basis 
of the congealing point of the 
oil, though some buyers in Southern 


European countries lay stress on the 
percentage of ANETHOL content. the 
higher the congealing point, the higher 
the Anethol content. The oil with a 
congealing point of 15°C. usually con- 
tains 80% or over of Anethol, and is 
up to the standard quality. It is 
said that oil with a congealing point 
of 18°C. contains up to 90% Anethol, 
which is rarely found. 
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The following is the specification 
of a standard oil: 
Congealing point ...... 15° over. 


Specific gravity at 25°C. 0.978—0.988 

Refractive Index at 20°C 1.553—1.560 

Acidity Neutral to 
litmus 


Residue on evaporation 
Maximum 0.05% 
Solubility: Soluble in 3 vols. of 90% 


alcohol. 
Uses of the Oil:— As Anethol is 
the chief constituent of Aniseed 
oil, it is therefore largely used in 


the preparation of liqueurs for flavour- 
ing purpose. 

The other constituents are methyl 
chavicol, anisic, aldehyde, anisic acid 
and terpene, all of which are used in 
medicines, as a stomachic stimulant 
in relieving flatulence and colic in 
children, also aS a flavouring sub- 
stance in cough drugs. 

Apart from the above-mentioned 
uses, the oil is also extensively used 
in the preparation of dental cream and 
some other kinds of cosmetic. 

Hongkong’s Export and Market 
Trend:— The Aniseed Oil has long 
been exported through Hengkong. An 
analysis certificate issued by qualified 
chemists in Hongkong is called for 
to cover the shipment, so the quality 


of exported oil from _ the Colony is 
well guaranteed. 

Before the Sino-Japamese war, a 
fairly large quantity exported from 
Hongkong was packed in small iron 
tins of about 5-10 Ibs. nett each. 
The most popular brand then was 
the ‘Red Ship’ which is no_ longer 


available as the firm employing this 
trade mark was already liquidated 
during the Japanese occupation of 
the Colony. Nowadays the oil is 
mainly packed in second-hand drums 
containing about 420 lbs. each. 


France was formerly the biggest 
buyer but has given place to the Unit- 
ed States since the end of World War 
II. However, some portiagn of the oil 
imported into the U.S.A. has been re- 
sold to France eventually. Sometimes, 
French buyers also purchase through 
London brokers. 

The total export of this item from 
Hongkong during 1948 is’ estimated 
roughly to be about 2200 drums of 
420 lbs. each. During the first three 
months of 1949, 918 drums were ex- 
ported. The next four or five months 
will most likely be a little quiet as 
it, is usually the dull period of the 
year for oils of this category. 


Price of Star Aniseed Oil Bk 
its climax immediately after V-J D 


being over US$1 per lb.; but it on 
took a steep descent. Early in 1947, 
prices were within the range of 


2/10d. to 3/- per lb, with C. & F. terms. 
However, in and _ after September, 
1947, a gradual improvement in the 
market took place. This can be seen 
from the average price in the last 
quarter of that year—being 4/- and 
US 551ects per lb. 

1948 appeared to be a favourable 
year for essential oils with no excep- 
tion. When the foreign market was 
on the low ebb, it was sold at around 
4/7d. and US 67cts per lb. C. & F. 
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Chinese Bristles Trade 


Hog bristles constitute one of China’s 
major produce which, under postwar 
conditions, still hold a promising future 
in world trade. Production is continu- 
ing to be large while demands from 
foreign consumers, despite the rise of 
nylon, are remaining satisfactory. The 
central point in the face of the pre- 
vailing disorders in China lies in the 
question of prices which, if properly 
taken care of, will insure the un- 
restricted development of this import- 
ant trade 

Before the war, the consumption of 
Chinese bristles in the U.S.A. approxi-- 
mated 3,000,000 to 5,000,000 lbs. Mar- 
ket demand in Europe was likewise 
satisfactory. In 1947, the exports to 
America increased to 7,900,000 lbs., re- 
presenting a marked improvement as 
compared with prewar days. 

Despite the increased production of 
nylon and its growing use as a sub- 
stitute for natural bristles, foreign de- 
mand, particularly from the United 
States, has shown no appreciable de- 
cline in 1948. Foreign markets for 
this Chinese produce have ruled com- 
paratively steady. For instance, com- 
pared with a price of US$1.85 to 
US$2.00 per lb. C & F New York in 
January, Shanghai Black Bristles 40 
percent Tops Assortment 17 were sold 
at US$3.70 per lb. C & F at the end 
of 1948. Although the New York 
market has since receded the general 
firmness throughout the year was one 
of the most important factors con- 
tributing to the success of 1948. 

In view of the incessant increase in 
the cost of production, transportation, 
handling charges, and overhead ex- 
penses, it is natural that domestic 
prices advanced steadily, in fact often 
too sharply thereby rendering exports 


while the highest price was 5/5d. and 
US 72cts. 

1949 opened with a rather firm mar- 
ket, which, unfortunately, did not 
last long. Along with the sharp de- 
cline in prices for all commodities 
in the U.S.A., buying price for Aniseed 
Oil has also come down. In contrast 
with the prices of 4/8d. and US 
70-71cts per lb. in January, at which 
business was actually dome, prices at 
the end of March were about 4/4d. 
and US 67cts C. & F. Latest counter 
offers received here from London and 
New York are being quoted at 4/1d. 
and 60cts per lb. respectively qn C. 
& F. basis, and it is understood that 
1-2% brotkerage has to be included. 

Basing on the current local price in 
Hongkong, one fails to see how busi- 


ness is possible on such a low level 
unless shippers. sell very. short anil 
speculate on the foreign exchange, 


particularly the free market US$ T/T, 
and a further reduction in the price 
at the producing area. 

To conclude, the business outlook 
for 1949 is not a very bright one un- 
less the world market improves to the 
advantage of the suppliers. 


impossible during certain periods. But 
on the whole, the advance in domestic 
prices lagged behind the depreciation 
of the exchange rate thus leaving a 
small margin of profit to the exporters; 
they, however, frequently found them- 
selves confronted with the problem of 
securing supplies to replace shipments 
effected. 

In the face of-continuous warfare 
which devastated extensive areas and 
cut off producing districts one after 
another from trade, it is gratifying to 
record that the first eight months of 
1948 compare favorably with the year 
1947 both in guantity and _ value, as 
shown in the following table: 


Kilos U.S. Dollars 


1947 Janger. cu. = 255,098 1,705,976 
eb icc ater 400,981 1,443,424 
Mar tenes 398,463 1,269,306 
APE ae 5228s 145,135 1,029,356 
May. aaas xs 697,223 4,995,939 
SUITE: tele 244,261 1,570,780 
AIMELSaprate tattle 3 153,379 1,359,020 
AD EAE. stati 403,417 803,557 
Sept. paras. 263,777 1,026,017 
Ochiaha: hee 241,305 825,117 
Noy. Hatha 745,702 2,714,788 
Dein: 486,546 1,707,955 
1948 Jan... ase 429,994 1,346,715 
ED” see 298,587 1,096,843 
WES Ls erecta 468,494 1,382,535 
Aprile. = seats 322,368 1,146,088 
May Ses os 203,354 1,248,198 
DUNGY Wa tee 270,820 1,007,771 
SA yee at 682,483 1,983,650 
Aug. 484,369 2,072,604 


Another noteworthy feature of the 
year under review is the improvement 
effected in the dressing of Hankow 
Black Bristles to suit foreign require- 
ments. Previously the flags (ie. the 
tapering end which splits itself in 
several strands) of the bristles were 
clipped during the process of dressing. 
These are now left unclipped to serve 
as a better material for making paint- 
brushes. For the convenience of the 
brush manufacturers, bristles are now 
tied in smaller bundles with a diameter 
of 24%” instead of 2%” as heretofore. 

Furthermore, following the pattern 
of Chungking bristles and more in line 
with the method practiced in foreign 
markets the basic price unit for calcu- 
lation of the price of individual sizes— 
ranging from 2” to 6”’—of Hankow 
Black Bristles, which had been in use 
since its adoption in the beginning of 
the present century, has now been dis- 
carded. The new basic price unit now 
in force lowers the value of the short 
sizes but raises the value of the 
medium and long sizes, 

In the case of Shanghai Bristles, due 
to indiscriminate purchase by newly 
established shippers not well versed in- 
the trade but too eager to do the busi- 
ness, dressing has deteriorated. Dress- 
ing of 40 percent Tops, which is the 
usual standard for export, are rarely 
obtainable; dressers confine their dress— 
ings to 20 percent to 30 percent Tops 
in order to gain larger profits so long 
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as these inferior qualities are saleable 
at a good price. Such inferior qualities 
have to be redressed by the exporters 
to conform with the customary export 
standard, which not only entails addi- 
tional cost but also retards the turn- 
over. 


There were several cases of default 
on contracts by certain shippers who 
indulged recklessly in speculative sell- 
ing. Such defaults affect indirectly the 
position of reliable shippers in that 
they reflect detrimentally on the re- 
putation of Chinese shippers as a 
whole. Reputation in trade is built up 
only after years of strenuous and sus- 
tained efforts against enormous difficul- 
ties. Effective measures will be devis- 
ed by the Bristles Exporters Associa- 
tion to prevent a recurrence of such 


cGefaults. Shippers should refrain from 
competing too keenly among them- 
selves when securing supplies from 
dressers. 

There occurred large export ship- 


ments to New. York on consignment at 
the end of October and during Novem- 
ber due to the extension of civil war to 
Tientsin, Hankow and Shanghai. While 
Tientsin has now come under the au- 
thority of the Chinese Communist gov- 
ernment, all merchants hope that the 
two most important centres of trade 
and production in Central China will 
be spared the ravages of war. 


Prospects of trade for 1949 are far 
from promising in view of the unsettled 
conditions in China. The out-put of 
‘Shanghai Bristles is already seriously 
affected. While production of Cnung- 
king and Hankow Bristles is proceed- 
ing under more favorable conditions, 
the export of these two varieties is 
being diverted from Shanghai to 
Canton. 


In North China the bristles trade has 
passed under complete state control 
and exports are possible only if essen- 
tial commodities from abroad can be 
bartered against this China produce. 
Production however is continuing on a 
large scale. Reportedly, exports to the 
USSR are high. Bristles from Man- 
churia have also re-entered world 
markets and exportable quantities are 
large, a fact which has contributed to 
the decline of prices in New York. 


Hongkong, directly, and via Canton 
has become the principal bristles ex- 
port market and its position, after the 
expected change-over of authority in 
Shanghai, will even be enhanced. Re- 
gular arrivals of bristles from North 
China and Manchuria as well as 
diverted cargo from the Hankow area 
have already elevated the trading posi- 
tion of Hongkong, as regards bristles, 
beyond anything witnessed in the past. 
‘Traders in the Colony are convinces 
that business can continue very buoy- 
ant provided that overseas prices do 
not drop too low. 
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Japan’s Industrial and Financial Position 
(By our Correspondent) 


As predicted in an earlier letter, the 
official exchange rate of 360 Japanese 
yen to one United States dollar has 
now come into force. The new ruling 
came into effect only from April 26 al- 
though for some months past there 
has been considerable specuiation as 
to the ultimate outcome of the discus- 
sions. The new exchange rate, while 
providing a price level which would be 
favourable to the sale of certain items 
of Japanese goods, will on the whole 
force Japanese industrial concerns to 
produce more efficiently or go under. 
In this connection it will be recalled 
that for a considerable time the ques- 
tion of labour has been recognised as 
a vital point, especially now that wage 
levels have been raised. Business con- 
cerns and government departments in 
particular have, in many instances, 
been burdened with a redundance of 
labour, a great part of which could, it 
is felt, be disposed of. 

The adoption of a single exchange 
rate is only the initial stage towards 
foreign bank acceptance of yen de- 
posits, and already a number of confer- 
ences have been held to discuss this 
point with the Tokyo Bankers Federa- 
tion. The foreign banks at present 
operating in Japan are: the Hongkonz 
& Shanghai Banking Corporation, The 
Chartered Bank of India, Australia, 
and China, the Bank of America, Chase 
National Bank, National City Bank of 
New York, Bank of China, Banque de 
VIndo-China, Netherlands India Com- 
mercial Bank, and the Netherlands 
Trading Society. 


Japan-Korean Trade 

During the past month or two re- 
ports have frequently bea@i_ circulated 
that Korea and Japan were about to 
sign or even had signed a trade agree- 
ment. The amount involved’ varied 
considerably in these revorts, as also 
cid the period which the new agree- 
ment was intended to cover. It has 
now, however, been definitely announ- 
ced from Seoul that a trade agreement 
covering one year was formally signed 
last week. The pact is considered im- 
portant in Japan, as raw materials and 
food, both of which are badly needed, 
amounting to US$80,000,000 will be ex- 
changed. It appears that under the 
terms of the agreement, the Republic 
of Korea-—this is incidentally the first 
trade agreement the new Republic has 
signed—will receive from Japan equip- 
ment for the develooment of Korea’s 
heavy industry as well as cotton yarn, 
rubber, oil and gasoline. Japan, on the 
other hand will in addition to food- 
stuffs obtain from Korea mineral ores, 
including manganese and sea foods. 


Japan's Industrial Progress 

Studying Japan’s imdustrial progress 
during the past six months, it is clear 
that substantial progress has been 
made and with every indication of still 
greater progress being achieved during 
the coming year. Pig iron production 
alone is more than four times what it 
was three years ago. Steel products 
have trebled during the same period. 


These are but two items in the general 
upward trend, but their importance in 
Japanese industrial revival cannot be 
over-estimated. 

According to the Board of Trade 
figures which were recently issued it 
is estimated that Japanese exports for 
the current fiscal year, that is until 
March 1, 1950, will reach US$500 mil- 
lion in value. This figure will cover 
for the most part cotton goods, silk, 
and rayon goods, as well as machinery. 
Imports, estimated to amount to US$950 
million will cover such items as iron 
ore, bituminous coal, antimony, bauxite 
and raw fibre. Imports for 1948 
émounted to $683 million, exports to 
$276 million. 


Textile Industry 


Owing apparently to the heavy de- 
mand now being made on the  Lan- 
cashire production of cotton goods for 
export purposes, the British Board of 
Trade has given permission for some 
10 million yards of grey shirting and 
lining to be imported into Britain from 
Japan. It is, however, emphasised that. 
this permission is a temporary expedi- 
ent only. 

The Japanese trade figures for Feb- 
ruary show that during that month 
Japan sold about US$40,700,000 worth. 
of textile goods. ‘This figure shews a 
drop of more than $17 million compar- 
ed with January. It is, however, in- 
teresting that about 67 per cent of the 
total textile exports went to the ster- 
ling area. 


Japan-Indian Trade 

A trade agreement between Japan 
and India signed last November cover- 
ed US$17 million worth of imports into 
Japan from India. This figure has now 
been increased to %27 million in order 
to balance Japanese impcrts into India 
which, according to the November 
figures totalled $2614 million. 


Shipping 


_Japan is eager to improve her ship- 
ping position which she feels is a 
necessary corollary to her trade revival. 
Some months ago permission was 
sought to build twelve new cargo ships, 
which would be the fourth group to be 
built since the conclusion of the war. 
Japanese ship-building yards have up 
te the present been mostly engaged in 
carrying out foreign orders. These in- 
clude a 5,000 ton cargo vessel and an 
18,000 ton tanker for Denmark; an 
18,000 ton tanker for Norway. and 300 
wooden vessels for the U.S.S.R. 

Plans have also been made to build 
roughly 300,000 tons for Japan’s own 
merchant fleet. The estimated cost 
would total 23 million yen, but as far 
as is known these plans have not yet 
been approved. It is estimated that at 
the current rate of shipbuilding it 
would taken Japan about twenty-five 
years to rebuild a 4,000,000-ton mer- 
chant fleet. At present, according to 
Lloyd’s Register of Shipping, seventy 
ships totalling 144,180 tons are under 
construction in Japan. 
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The Japanese Stock & Share Market 


(By a Financial Correspondent in Japan) 


Capitalism in its present stage is 
called “capitalism of securities.” So 
Jong as the economic structure of a 
nation is governed by capitalism, there 
invariably exists a stock market 
which, besides functioning as such, 
reflects economic tendencies and 
trends in the country more sensitively 
and more accurately than anything 
else. 

Owing to various circumstances, the 
postwar stock transactions in Japan 
have been going on without stock ex- 
change. This fact is responsible for 
the lack of what may be termed the 
“orthodox market movement.” In 
December. 1945, the year of the capi- 
tulation, however, a curb market was 
opened, which to date has fulfilled its 
functions with relative smoothness due 
to the activities of securities brokers 


and dealers who have markedly in- 
creased in number since the  war’s 
end. 

The memorandum addressed by 


SCAP to the Japanese Government to- 
wards the close of last year, calls for 
enforcement of nine economic principles 
designed to facilitate Japan’s economic 
rehabilitation and to haul her back 
economically on her own feet. In it, 
early establishment of a “single 
general” exchange rate was em- 
phasized. The Japanese economy is 
reaching a point where it can be 
tied directly to the world economy. 
As to the induction of foreign capi- 
tal into Japan, some definite measures 
may be announced shortly. A set of 
these and other economic measures to 
be taken regarding Japan’s economic 
relations to the rest of the world will 
create the possibility of the Japanese 
stock market being linked with the 
world econcmy in the near future. 
The “single general” exchange rate 
of Yen 360 to the US$ will stabilise 
domestic and foreign price ratios. It is 
impossible, of course, to expect that an 
influx of foreign capital can take 
place immediately through normal ex- 


change-securities channels. If there 
are any foreign economic circles in- 
terested in Japanese economic  ten- 


dencies, there is no doubt but that they 
will show great concern with move- 
ments of the Japanese stock market. 

With the defeat marking a turning- 
point, democratisation of all fields of 
national activity became necessary as 
the pre-requisite to the building up 
of Japan. In the domain of economy, 
a set of measures including, inter alia, 


the dissolution of “zaibatsu” concerns 
and the promulgation of the Anti- 
Monopoly Act have been’ enforced 


under the guidance of General Head- 
quarters. SCAP. It was considered im- 
perative to overhaul stock holdings 
and diffuse stocks more widely among 
the public. 

As an organ to propel the democra- 
tisation of stock holdings, the Securi- 
ties Co-ordination and _ Liquidation 


Commission, SCLC, was brought into 
being in July, 1947. This commission 
has been entrusted with the task of 
disposing the corporation stocks held 
by the now defunct “zaibatsu” con- 
cerns (now in the custody of the 
Holding Company Liquidation Com- 
mission) and by closed institutions 
(now in the custody of the Closed In- 
stitutions Commission) and _ ‘those 
stocks surrendered to revenue office as 
the property tax in kind. The total 
paid-up amount of these stocks runs” 
as high 25,200 million yen. The dis- 
posal of the aforementioned stocks by 
the Securities Co-ordination and Li- 
quidation Commission will be no easy 
task. considering that the total paid- 
up amount of corporate stocks in 
Japan is estimated at 80,000 million 
ven and that a large number of com- 
panies are increasing their capitalisa- 
tion. To this date, about 5,100 million 
yen worth of stocks have been dis- 
posed of by the commission. Disposal 
of the rest will not only require a 


considerable period of time, but will 
depend upon the market’s digestive 
power. 

Apropos of the underwriting of 


securities, there are in European and 
American countries various institutions 
and agencies specialising in either un- 
derwriting or distribution (wholesale 
or retail). As compared with the 
underwriting markets in these Occi- 
dental countries, the situation in 
Japan is in a backward - state. 
In Japan, there is practically no 
establishment specialising exclusively 
in the underwriting of securities; 
usually, underwriting and distribution 
are being undertaken simultaneously. 

Under the provisions of the new 
Securities Transactions Act promul- 
gatea after the war’s end, financial 
institutions iike banks and trust com- 
panics are forbidden, in principle, from 
conducting securities business. Na- 
turally, there are at present no estab- 
lishments or agencies authorised io 
underwrite securities other than secu- 
rities dealers 

In the past, every securities dealer 
has had as his main business the sell- 
ing and buying of securities. To him. 
the underwriting or distribution of 
securities has been in the nature of a 
secondary line of business. 

Under these circumstances, the fu- 
ture development of the securities 
flotation market will hinge upon the 
digestion of the securities which the 
SCLC is trying to dispose of as well 
as upon the activities of securities 
dealers. 


Stock Exchanges in Japan 


The history of stock exchanges in 
Japan is traced back to 1897 when the 
Tokyo and Osaka Stock Exchanges 
were opened. Styled a joint-stock 
company, these exchanges underwent 
many structural changes and encoun- 
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tered complicated problems. They con- 
tinued to exist as joint-stock com- 
panies until 1943 when the Japan 
Securities Exchange was established. 
The number of _— stock exchanges 
throughout the country had risen to 
eleven by that year. 

As the wartime economic structure 
was strengthened during the China In- 
cident and the subsequent Pacific war,. 
stock exchanges could not remain un- 
affected. All exchanges in the coun- 
try were dissolved in 1943 and incor- 
porated into the Japan Securities Ex- 
change which was newly established 
with its headquarters in Tokyo and 
branches in other cities. 

Instead of being a joint-stock com— 
pany, the Japan Securities Exchange 
was styled a semi-governmental juri- 
dical person and capitalised at 200 mil- 
lion yen. It was placed under State 
control. The direct aim of the quasi- 
governmental management of the Ex- 


change was to restrict speculative 
securities deals and “stabilise” the 
prices of securities. 


Reflecting the economic unrest and 
confusion occasioned by war develop— 
ments and intensified airraids against 
the country, the newly created Japan 
Securities Exchange, however, had’ 
trequently tc suspend open sessions. 
Because of this fact, coupled with its 
own bullish activity, the Exchange ex- 
perienced tremendous managerial 
difficulty. Five days before Japan’s 
fermal acceptance of the Potsdam De- 
claration, or precisely on August 10, 
1945, the Exchange announced an in- 
definite suspension of all its sessions. 
Ever since that date until today, the 
Exchange has had its doors closed. 

In the past, securities deals in Japan. 
have been divided into two categories, 
namely, spot and futures, the latter 
being sub-divided into long-term and 
short-term deals. Short-term deals 
(deliveries usually occurring next day) 
have be¢en the commonest and more 
popular. Formerly, short-term deals 
on star stocks were concentrated upon 
the Tokyo and Osaka Exchanges. These 
two exchanges were more of a specula- 
tive market in nature than of an in- 
vestment market. 

All the other local exchanges, in-- 
stead of handling local industrials, used 
to confine their activities to deals im 
the stocks of the Tokyo and Osaka Ex- 
changes in pre-war days. 

Following the advent of the semi- 
governmental Japan Securities Ex- 
change in 1943, the offering of ex- 
change stocks for transaction was au- 
tomatically halted and at the same 
time, short-term deals were prohibited.. 
Thus was placed a practical ban on 
speculative transactions. However, all 
this was hurriedly done just at a time 
when the defeat loomed large. With- 
out accomplishing much to its credit 
during its two years of operation, the 
Japan Securities Exchange was com- 
pelled to shut its doors. 

Since the surrender until today, none 
of the stock exchanges in Japan has. 
been re-cpened. In the closing part of 
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Japan’s Aluminium Industry 


Aluminium is gaining in importance 
as one of the promising export goods. 
More foreign funds are available from 
this item than from many others be- 


cause it requires a high degree of 
domestic processing and a compara- 
tively small quantity of foreign 


what are known as 
“collective deals” were started within 
the building of the Tokyo  head- 
quarters of the Japan Securities Ex- 
change, followed by the commence- 
ment of curb transactions in Osaka 
and Nagoya. Alongside with these 
deals, transactions were resumed also 
at the shops of securities dealers. 

Generally speaking, the securities 
market has since been operated 
smoothly. 

The new Securities Transactions Act 
stipulates tnat stock exchanges to be 
re-opened shortly should be in the 
form of an association composed only 
ot registered securities dealers as its 
members. No definite information is 
available as yet as to the future forms 
oi transaction, delivery terms = and 
other particulars. It is expected that 
the new transaction method to be 
adopted in Japan may be patterned 


1945, however, 


after that of the United States. In that 
event, so-called “regular-way” trans- 
actions which are the most popular 


and show a predominant turnover in 
the United States may be introduced in 
Japan, in addition to spot or cash- 
delivery deals. If the American forms 
of transaction are to be adopted, there 
are many other things to be done. For 
instance, abolition of limits on loans 
on securities, inauguration of clearing 
companies and establishment of call 


and __s securities-accommodation mar- 
kets. 
Stock exchanges in the future 


should net become hotbeds of specula- 
tive transactions. From the viewpoint 
of protection for the interests of inves- 
tors, new exchanges should be enabled 
tc function efficiently as organs for 
encouraging sound investments. 

The enforcement of the new Securi- 
ties Transactions Act has added a 
great deal to the importance of the role 
securities dealers are called upon to 
play. The Act, in principle, authorizes 
only registered securities dealers to 
conduct securities business and stipu- 
lates that stock exchanges should be 
associations embracing only securities 
Gealers as their members. These dealers 
will have to shoulder heavy respon- 
sibilities as media of the flotation and 


underwriting of securities. The new 
Securities Transactions Act contains 
regulations governing the qualifica- 


tions of securities dealers. 

The number of registered securities 
dealers, which has sharply risen since 
the war’s end, is now given as 677. 
Of them, however, those who main- 
tain nationwide business networks and 
are financially powerful enough to 
effect underwritings are only about 
helf a dozen. 


kilograms of fluorspar are needed for 
making one metric ton or aluminium, 
the material cost including freightage, 
is computed at nearly $100. Sheet 
aluminium, however, can be exported 
at about $500, indicating that $400 or 


so can be obtained as_ processing 
charges. 

But there is a tough bottleneck. 
The yen-dollar conversion rate was 


more than Y500 for aluminium because 
the cost of production is very high. 
With the new exchange rate of yen 
360, urgent necessity exists for both re- 
fining and processing companies ito 
concentrate on industrial rationaliza- 
tion. 

With the importation of bauxite 
last year, the Nippon Keikinzoku, 
Showa Denko ana Nisshin Kagaku 
lost no time in resuming operation. 
Their production, however, had failed 
to pick up for the following reasons: 
(1) Coal, cryolite, pitch-coke and 
electric power had not been amply 
supplied, (2) large funds had been re- 
quired for repairing and replenishing 
their plants which had been closed 
since the war’s termination (it is 
estimated that the three refining com- 
panies had each used over Y200,000,- 
00C for this purpose), and (3) funds 
had not been provided sufficiently 
for procuring necessary materials. 

In the first two months of 1948, 
production averaged 700 metric tons 
for Nippon Keikinzoku, 200 metric 
tons for Showa Denko and 100 metric 
tans for Nisshin Kagaku. This was 
mainly due to the’ short supply of 
electric power in the dry winter 
season. It is generally held that the 
economical scale of production is 
20,000 metric tons annually for Nip- 
porn Keikinzoku and 5,000 metric tons 
for the other two companies. In other 
words. unless 15,000 and 5,000 metric 
tons, respectively, are produced every 
month, these firms cannot make both 
erds meet. 

Such being the circumstances, the 
cost of production is extremely high. 
The cost is the lowest for Nippon 
Keikinzoku, whose rate of operation 
is higher than that of the other two. 


In the case of 99.3-99.5 per cent 
aluminium, the producer price is 
higher than the consumer price for 


the three companies. and the differen- 
ces between the two prices are tc 
to be covered by the subsidy. For 
9&.5-99.7 per cent grade. the producer 
price is low2r than the consumer 
price only for Nippon Keikinzoku. 
Theoretically speaking, the output 
cost may easily be pared if aluminium 
rroduction is concentrated in Nippon 
Keikinzoku. the two cther _ refiners 
suspending operation. Concentration 
of production is easy to speak of but 
difficuit to accomplish. Because the 
two companies have already invested 
enormous funds for resumption of re- 
fining business, their suspension would 
mean a great loss to national economy 
as a whole. Moreover, power supply 


and transport conditions make the 
proposed concentration considerably 
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materials. With sheet aluminium, re- difficult. The Nippon Keikinzoku: 
fining and processing charges re- have proposed that, at least, alumina. 
present more than 80 per cent of the’ refining be concentrated in its Shimi- 
aggregate production cost. As 5 zu Plant. This appears to be a good 
metric tons of bauxite and 360 idea since the Shimizu Plant is best 


equipped 
located. 

The three refining companies have 
crganized themselves into the Arumi 
Seiren Kai (Aluminium Refiners Asso- 
ciation). Besides, there are a large 
number of aluminium processing com- 
panies. These firms have formed the 
Keikinzoku, Kyokai (Light Metal Asso- 
ciation). They have thus far been 
operating on a minor scale with the 


and most advantageously 


little material they have in stock. 
During the war the processing divi- 
sion of the aluminium industry, too, 


was almost monopolized by a handful 
of refining companies. Since the war’s 
end, however, leading processing com-. 
panies have keen gaining ground in. 
this field. 


1949-50 PRODUCTION SCHEDULES 


OF JAPAN 
(In 1,000 metric tons) 
Estimated! 

Items 1949-50 1948-49 
Schedules Outputs 

Pic Tron Sones. eee 2,000 936 
Steel Materials 1,920 1,250 
Copper 2 Herein 60 55 
pA (fw ae eS RO. eR 36 22 
Cement. .. sce. wate 2,800 1,950° 
Sheet ‘Giass*-2.2e or 2,250 1,860 
Papert a.tgeee cs 1,100 1,009 
Ammonium: Sulphate 1,000 340. 
Superphosphate 1,100 1,030 
Caustic: Soda’ soe 140 118 
Soda <Ash=.guwer. ae 110 80 
Salt... Pe s.cec.seoke ee 425 280 
Crude Rubber ..... 39 24 
Cotton Yarn. .c8.. 346 277 
Rayon, Staple Fibre 137 81 
Woollen Yarn ...... 32 24 
HempwWatn? ment..ds- 39 28 
Raw Silke’. Yes.kee . 156 140 


Sheet glass in 1000 cases; Paper in. 
million pounds; Cotton, Rayon, Woollen 
and Hemp varn in million pounds; Raw 
Silkk in 1000 bales 


er ee 
EXPORT CONTROL IN SIAM 


As from March 24, the re-export of 
goods which were imported into Siam 
is subject to license which must be 
ebtained from the Ministry of Com- 
merce. A Royal Decree “Controlling 
Exportation of certain commodities” has 
established export control. Field Mar- 
shal Pibul Songkram signed the Royal 
Decree which lists eleven groups of 
commodities but at the end of the list 


states that “all other articles not 
itemised above, but manufactured’ 
abroad” are prohibited from export 


unless permission has been granted. 
This step has been taken, in addition 
to the import control, to conserve ex- 
change. Bangkok's entrepot trade may 
be harmed by a too rigid enforcement 
oi the control over re-exports. 
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Air Transport in Singapore and Malaya 


(By a Special Correspondent) 


Singapore is still the leading air cen- 
tre in the Far East, outstripping Hong- 
kong and Bangkok. It is the main 
link in the British and Australasian air 
route from United Kingdom io Austra- 
Jia. If landing facilities improve it 
will continue to be the focal point of 
many international airlines whicn at 
present have either to cut short their 
Europe-Far Eastern service by staging 
at Bangkok or in the case of the ori- 
ginal K.L.M. Constellation service from 
Amsterdam to Batavia, fiving straight 
from Bangkok instead of touching here. 


This is because Singapore’s civil 
aerodrome, Kallang Airport is oniy 
suitable for medium sized aircraft and 
flying boat landings. Aircraft like the 
‘Constellations can only land at one of 
the island’s RAF bases, Tengah Aero- 
drome, where civil aviation landings at 
present are restricted to eight a week. 
Restricted civil aircraft landings were 
at first permitted at Changi, another 
‘RAF airbase but since have been stop- 
ped by work which is carrying on for 
redevelopment of the base. Kallang, in 
the main, handles local traffic, while 
tthe trunk routes use Tengah. 


Transport Returns 


It is noteworthy that the volume of 
commercial air traffic Kallang Airport 
now handles is considered well about 
three times what was recorded before 
the war. The number of passengers, 
particularly, arriving and departing at 
Kallang which was 13,186 and 13,353 in 
1947 was increased to 27,000 and 26,- 
354 in 1948. Those in transit totalled 
more than 20,000 in the two years. 


Commercial freight traffic in pounds 
—479,487 (landed), 553,370 (despatch- 
ed), 614,121 (transit) in 1947—was in- 
creased to 524,141, 947,427 and 414,621 
respectively in 1948. The two years 
mail traffic totals in the above order 
were 516,131 Ibs., 522,832 lbs. and 1,- 
900,008 lbs. 


These traffic volumes_ represented 
the 1,738 landings in 1947 and 2,623 
landings in 1948 at Kallang Airport 
and included a considerable portion of 
local traffic. In fact half the passenger 
traffic at Kallang Airport was local, 
served by the Malayan Airways. 


Full details of commercial _ traffic 
handled at Changi, originally, and then 
Tengah, mainly fhat of Constellations 
are unfortunately not available. But 
the proportion of commercial traffic at 
Kallang and Tengah in the first three 
months of this year show that for 610 
landings at Kallang there were 150 
‘other landings at Tengah. The Tengah 
details for tne three months are: pas- 
-sengers 1,153 (arrived), 1,222 (depart- 
ed), 1,420 (transit); mail 69,958 lbs. 
(landed), 73,227 Ibs (despatched), 169,- 
-472 lbs (transit); freight 151,702 lbs 
(landed), 30,827 tbs (despatched), 138,- 
‘615 lbs (transit). 


Aviation Companies 

An analysis of the Kallang Airport 
landings by nationality show that in 
1947 British airways occupied 61.7 per 
cent, Dutch airways 34 per cent, and 
Siamese and other non-scheduled ser- 
vices the rest; in 1948 British airways’ 
share was increased to 74.6 per cent as 
against Dutch 21 per cent, Siamese 4 
per cent and non-scheduled services 1 
per cent. 

At Tengah Aerodrome this vear 
BOAC and QEA accounted for landings. 
totalling 53 and takeoffs 54 with KLM 
and others 13 landings and 13 takeoffs, 
in January; BOAC-QEA landings 50 
and takeoffs 46 with KLM and others’ 
landings 11 and takeoffs 11, in Feb- 
ruary; and BOAC-QEA landings 51 and 
takeoffs 50 with KLM and others land- 
ings 6 and takeoffs 6, in March 

There are three Quantas-BOAC Con- 
stellations from Singapore, East or West 
bound between Sydney and London 
every week, with another DC4 service 
already added to the route, each way. 
Constellations now call at Batavia once 
a week on their United Kingdom- 
Singapore-Australia route. There are 
also two BOAC flying boats a 
week between Singapore and Hong- 
kong and one from Singapore to Bang- 
kok and Rangoon. Included in the 
British Airways Australasian service 
are four Lancastrians a fortnight from 
Singapore carrying only mail and 
freight. 

The Asian Airlines of Sydney are en- 
deavouring to start a special freight 
carrying service from Singapore to 
Sydney: there will be at least two air- 
crafts based jin Singapore in their 
freight carrying service embracing 
Bangkok and Borneo. 

With the Indian Government ban on 
Dutch aircrafts, the KLM is now main- 
taining only a DC3 service operating 
three times a week and a Catalina 
service once a week from Batavia to 
Singapore, Palembang and Medan; and 
their weekly Skymaster service from 
Singapore to Shanghai. The KLM 
Constellation service from Amsterdam 
and Batavia used to stc twice a week 
at Tengah. This service was on daily 
schedule but owing to the ban in India 
this has been discontinued and _ their 
new Far East-Europe service via the 
Indian Ocean staging at Mauritius, 
three times a week has now been in- 
troduced 

The Cathay-Pacific Airways, of 
Hongkong, operates two services week- 
ly between Singapore, Bangkok and 
Hongkong. 

Pan-American World Airways which 
is at present only feeding Singapore 
passengers to their regular services at 
Bangkok, is expected to operate direct 
services to Singapore as well as re- 
introduce their pre-war Clipper service 
to Singapore from San Francisco. 

Siamese Airways have a weekly ser- 
vice from Bangkok to Singapore, call- 
ing at Singapore. 
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A weekly service between Bombay 
and Singapore has also been introduced 
by Indian Overseas Airlines. 

Adding to the existing Singapore- 
China services here, will be the weekly 
China National Airways service from 
Singapore to Shanghai which has been 
deferred for the moment. 

Malayan Airways operate two ser- 
vices daily to Penang from Singapore 
stopping at Kuala Lumpur and Ipoh; 
three a week to Kuala Lumpur, Kuan- 
tan, Kota Bahru, Bangkok and Penang; 
one a week to Saigon calling at Kota 
Bahru and one a week to Bangkok 
calling at Penang; one a week to 
Palembang; one a week to Batavia; and 
one a week to Batavia calling at 
Palembang. 

It will be seen that this Malayan Air- 
ways traffic includes services inside and 
outside Malaya but may be regarded as 
localised traffic. In the one year ended 
March 1949 Malayan Airways were 
responsible for 1,395 landings and 1,- 
395 takeoffs at Kallang. Passengers 
arrived and departed by Malayan Air- 
ways aircraft totalled 17,697 and 17,- 
721; cargo despatched 382,506 kilos and 
landed 34,521 kilos; mail despatched 59,- 
199 kilos and landed 33,263 kilos. 

The Singapore-Federation services of 
the Malayan Airways carried 12,000 
passengers while the Singapore-Bang- 
kok services carried more than 700 
passengers. It is estimated that Ma- 
layan Airways are now carrying pas- 
sengers and cargo at the rate of 40,000 
and 200 tons a year respectively. 

By the middle of the year Malayan 
Airways services are to be extended 
to Sarawak and Borneo using Kuching 
and Jesselton airfields. This will be a 
weekly trip increasing to twice weekly 
later each way. 

It will also be extended to Tawau 
next year when the Sandakan, airfield 
is completed. _ The target is for a 
three weekly service for the whole 
route from Singapore to Tawau. 
Airfields in Singapore 

The greatly distanced lands in South- 
East Asia and the Far East generally 
provide for far more intensification of 
the commercial air traffic than, for ex- 
ample, in fhe Western Hemisphere. To 
keep Singapore on the air map it is 
however essential to expand landing 
facilities. This has been recognised by 
the British Government which will be 
bearing half of an estimated £2,500,- 
000 for the development of one of the 
airfields in Singapore. 

The RAF base at Changi was the 
first choice and the Colony Government 
originally proposed constructing a 3,- 
000 yards runway of 12” thick so that 
planes of landing loads up to 300,000 
or 350,000 pounds could land. The 
scheme however was abandoned this 
year following unexpected discovery 
there of heavily saturated clay at con- 
siderable and varying depths. 

Tengah aerodrome, the other RAF 
base is now chosen &s an alternative 
and experts say that the soil there is 
suitable. Technical tests however have 
not been completed and work has not 
yet begun. 
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The Colony’s civil airport at Kallang 
is widely accepted as among the 
world’s most ideally situated airports, 
it being close to the island’s business 
centre, but the Government has not 
yet considered developing Kallang 
Airport because of the necessity of 
providing an alternative road for motor 
traffic and the great expense entailed in 
the project should Kallang be chosen. 
Kallang has a runway of only 1,800 
yards and a modern seaplane channel. 
If the Tengah project proved impos- 
sible Kallang may yet serve the pur- 
pose 


International Developments 

As an appreciation of the significance 
of Singapore in Far Eastern civil avia- 
tion, it has been made the headquarters 
for Traffic Area No. 3 defined by the 
International Air Transport Association 
which was made into a world wide 
organisation in 1945. The IATA is the 
“chamber of commerce of the air.” Re- 
gular conferences of the IATA are 
held here to discuss passenger fares and 
cargo rates and problems relating to 
improvement of passenger facilities. 
The object of the IATA is to promote 
safe, regular and economical air trans- 
portation for the benefit of the peoples 
of the world; to foster air commerce 
and to study their problems; to provide 
means of collaboration among air 
transportation enterprises, directly or 
indirectly engaged in international air 
transportation service. 


The unduplicated international air 
routenet in 1947 was estimated at 
500,000 miles: a comparison of the 1946 
and 1947 routenet mileage with 1239 
showed an increase by about 10 times. 

The world passenger traffic however 
assumed only a slight increase although 
the number of aircraft engaged in 
civil traffic increased greatly; a large 
number of the scheduled airlines ex- 
perienced a 100 percent increase in 
aircraft transportation during the last 
18 months. Air cargo handled also 
showed a two-fold increase in the last 
eighteen months. 


Approximately 1,500 aircrafts are 
now engaged in international schedul- 
ed air transportation. Investments 
attributable to civil aviation totals ap- 
proximately U.S.$2% billions. Appro- 
ximately 70 civil airlines now belong to 
the International Air Transport Asso- 
ciation. 

= = = * 


Singapore Aviation Report 


Air traffic in Singapore continues to 
increase. An official of the Department 
of Civil Aviation said that Singapore is 
now the biggest air cemtre in the East, 
outstripping Hongkong and Bangkok. In 
March 529 civil aircraft landed or took 
off from Singapore’s two civil aero- 
dromes, Kallang and Tengah. At Kal- 
lang, the airport in the town of Singa- 
pore which handles fiying-boats as well 
as land planes, 195 aircraft landed and 
199 took off, and at Tengah, the airport 
in the centre of the island, which 
handles the larger aircraft such as 


573 


Constellations, 66 aircraft landed and 
69 took off. This is the airport that 
is in constant use by the B.O.A.C. —- 
Qantas air service from London to Aus- 
tralia and is to become eventually one 
of the largest airports in the world. Air 
mail arriving in Singapore in March 
totalled 36,714 lb. while 42,105 lb. was 
despatched from Singapore. Air mail 
carried in transit through Singapore 
totalled 62,538 lb. in March. Freight 
handled at the two airports in March, 
loaded or off-loaded at Singapore, total- 
led 166,761 lb. while 64,729 lb. passed 
through Singapore in transit. Passen- 
ger figures for the month of March were 
2,840 arrivals and 2,652 departures and 
796 in transit. 

The B.O.A.C. inaugurated a new ser- 
vice last week-end. In future on Sat- 
urdays a flying-boat will leave Singa- 
pore for Bangkok ayjid Rangoon and will 
return via Bangkok on Sundays. The 
Corporation recently discontinued its 
fiying-boat service from London to 
Australia via Singapore and passengers 
from London for Singapore who desir- 
ed to travel by fiying-boat, much the 
most comfortable aircraft for- long 
journeys, had to use the Landon-Japan 
service and disembark at Bangkok for 
onward transit by land plane to Singa- 
pore. It will now be possible for tra- 
vellers to Singapore from London by 
the fiying-boat service to tranship at 
Rangoon and use the new service to 
get to Singapore. The Corporation 
hopes in the near future to start a fly- 
ing-boat service to Singapore from Lon- 
Con without the necessity to tranship 
at any intermediate port. New Solent 
double-deck aircraft will be used on 
this service and will have accommoda- 
tion for 36 passengers. A trial flight 
with the new Solent was made two 
weeks ago the aircraft proceeding to 
Hongkong from Singapore in order to 
convey passengers from that port ta 
the British Industries Fair in London 
and Birmingham. 


Problems of Malayan 


Tin Industry 


(By Our Own Correspondent) 

Criticism of American methods of 
acquiring tin-ore to be smelted in the 
Government-owned and heavily sub- 
sidised smelter at Texas City was. 
made cn April 25 by the managing 
director of The Straits Trading Com- 
pany Ltd., when addressing share- 
holders at the annual meeting of the 
company. The Straits Trading Co, is 
one of the only two tin smelters in 
Malaya. Mr. E. M. Fergusson who, in 
addition to being managing director 
of the Straits Trading Company, is the 
Singapore Chamber of Commerce re- 
presentative on the Legislative Coun- 
cil, invited the attention of share- 
helders to the “disturbances and un- 
certainty which the operation of the 
Texas smelter has created for us and 
other smelters.” And he continued “we 
do not know long the United States 
Government is prepared to continue 


the operation of this heavily-sub- 
sidised plant, to what diplomatic 
lengths they will goto influence 


diversion of ores to it, nor to what 
extent they are prepared to damage 
the smelting industry of Malaya for 
the maintenance of their subsidised 
smelter. I should like to record some 
evidence which was given by an 
American Government official before 
a United States Senate committee last 
year. When asked if the Texas City 
smelter were disposed of to private 
interests without subsidy or tariff to 
protect it, would it be an induce- 
ment to private interests to buy the 
plant, the answer was:— 

“ ‘The Texas City smelter could not 
operate because the large market for 
tin in the United States is in the 


Tin & Rubber Companies of Malaya 


Rubber Companies registered in Singapore and 


Malaya whose shares 


are dealt with and quoted on local stcck and share markets number 56 and 


their combined capital amounts to Malayan $31,558,857. 


The totai planted 


acreage of these 56 companies is 84,182. 

Tin Companies in Singapore and Malaya whose shares are locally dealt 
with number 80, and their combined capital amounts to Malayan $21,564,679, 
English pound sterijing 16.159,127.10.0, and Australian pound sterling 500,840. 
Details of the cornpanies’ capitals and the number of dredges working and 
under repair will be seen from the following table: — 


Com- 
Limited Liability Co’s No.in bined 
Malaya Capital. 


Malayan dollar Com- 


Dredges as at June 1948 
Under Future 
Working Repair Undecided Total 


panies Regd. in 
Malaya’ -.,..%6 Ss. 25 $21,564,679. 8 4 6 18 
Sterling Co’s Regd. in 
hondone eT. d, 34 £11,526,124. 36 12 9 57 
Companies registered 
in Malaya’ with 
Sterling Capital and 
Quotations...... 18 £ 4,633,003. .10.0 Ve] 7 Ly 25 
Australian Companies 
registered in Aus- 
i og) (1: el Pea 3 A£500,840. 4 i I 6 
Oval Fe hee se £0 61 24 21 196 
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Eastern part. The tin metal ‘rom 
Malaya, which is historically the larg- 
est part of our imports, is brought 
over from Malaya to the Eastern part 
of the United States, and is marketed 
from there. If the tin smelter were 
operating without subsidy, instead of 
‘transporting metal, they would tran- 
port ores to Texas City and then have 
‘them smelted there and pulled up to 
the East fer marketing. The two-part 
operation down at the smelter would 
ye more expensive than the one-part 
operation of bringing metal from 
Malaya direct to the Eastern markets. 
Therefore I do not think they would 
be able to operate the smelter on a 
competitive basis with the Malayan 
‘smelters’. 

“In answer to another question he 
affirmed that the Malayan Smelters 
could lay down their products cheaper 
in New York than if America im- 
ported the ores and transported the 
smelted tin from Texas City to the 
Eastern part of the United States. 

“All I can say is that I do not know 
how far the Americans will go in their 
pressure for tin-ore. But what I can 
say is that the smelting industry of 
Malaya has been an integral part of 
the industrial economy of the coun- 
try for more than sixty years and 
that no Government either here or in 
‘Great Britain can afford to see any 
diminution in industrial activity in this 
country at the present time without 
serious misgivings. The United States 
can have all the tin she requires for 
her stock-piling policy cheaper than 
she can smelt it herself and at the 
same time avoid any further economic 
disturbance to the Malayan smelting 
industry and the people it employs, of 
which they have had plenty in the last 
few years.” 

Mr. Fergusson also criticised Amer- 
ican buying of ore in Siam _ saying 
“more ore is now arriving from Siam 
where we have had to meet serious 
competition from American Govern- 
ment officials buying ore for the 
heavily-subsidised and Government- 
owned smelter in Texas. The main 
difficulty here has been the unreality 
of the sterling-United States exchange 
rate and the consequent ability of 
producers to obtain far more Siamese 
currency for one dollar in United 
States currency in the free market 
than is possible for the same _ dollar 
converted to Siamese currency through 
the official sterling rate. We do not 
know how long artificial exchange 
rates will be maintained but so long 
as they are in existence we shall con- 
tinue to have difficulties to surmount 
in overcoming the disabilities which 
they bring in their train.” 

Mr. Fergusson gave figures indicat- 
ing how far the Malayan mining in- 
dustry has progressed since the libera- 
tion, compared with what it was pre- 
war. He said “the intake of ore by 
Malayan Smelters, (The Eastern 
Smelting Company and _ the Straits 
Trading Co,) during 1947 was about 
39,500 tons, made up of 35,000 tons 
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Reports from the Federation of Malaya 


Rubber 


Ocean shipments of rubber (sheet 
and crepe, latex, concentrated latex 
and  revertex) during the month of 
March amounted to 17,435 long tons, 
or a drop of 6,747 tons against the 
monthly average for the first quarter 
of this year; the cumulative total 
of shipments from January to March 
of this year was 252,548 tons (monthly 
average of 84,183 tons). 

The countries to which exports of 
rubber mainly went during March 
were: United States 21,541 tons, Unit- 
ed Kingdom 12,274 tons, Germany 8,350, 
Russia 7,038, France 3,969, Japan 3,690, 
Canada 2,513, Italy 2,478, Netherlands 
1,634, China 1,952,.South Africa 1,464, 
Australia 1,459, Czechoslovakia 1,393, 
Sweden 1,222, Belgium 1,076, Hongkong 
850 tons. 

The principal ports from which ship- 
ments were made were: Singapore 
42,064 tons (January/March 132,935 
tons), Penang 20,137 (69,779), Port 
Swettenham 15,234 (46,554). For the 
first three months of 1941, 1948 and 
1949, the cumulative figures for ship- 
ments are respectively 186,518 tons, 
235,600 tons and 252,548 tons. 


The acreage of rubber tapped and 
teppable during the month of February 
was 1,621,485 acres; The total area 
of tappable rubber that has never been 
tapped (including estates which have 
entirely or partly ceased tapping) was 
201,299 acres. The total acreage of 
tappable rubber at the end of February 
was 1,822,784 acres. 


Rice 

The total area of rice fields planted 
for the season 1948-1949 is 66,065 acres 
of dry padi and 842,336 acres of wet 
padi. The total estimated average yield 
per acre for January/February was 136 
gantangs of dry padi and 225 gantangs 
of wet padi. 


Copra, Coconut Oil and Coconuts 


Exports of copra and coconut oil 
amounted to 550 long tons and 2,982 
long tons respectively during February, 
as compared with 852 and 2,729.77 long 
tons for January; 4,200 coconuts were 
exported compared with 57,500 in Jan- 
uary. The principal countries to which 
exports of copra went were: Singapore 
240 tons, Norway 120, Syria 100, Ger- 
many 80 tons; while exports of coconut 
oil went to Italy 862 tons, Union of 
India 65C, Singapore 461, Egypt 360, 
Netherlands 300, France 120, Eire 100, 
Germany 50 and Hongkong 44 tons. 
Imports of copra amounted to 789 tons, 
against 287 tons in January. 

There are 7( oil mills in the Federa- 
tion for the production of copra (treat- 
ed), coconut oil and coconut cake, the 
cutput for February being 8,137 tons, 
and 3,027 tans respectively, as compar- 
ed with 9,526 tons, 4,727 and 3,245 for 
January; at the end of February stocks 
in hand were 1,985 tons of coconut oil 
and 234 tons of coconut cake (January 
figures 2,159 and 180 respectively). 

The number of coconut estates of 100 
acres and over was 87 at the end of 
February, with a total area of 92,496 


from Malayan sources anc 4,50€ tons 
from outside sources. In 1948 the 
corresponding figures were 64,800 tons 
from all sources made up of 60,000 
tons from Malayan mines and 4,800 
tons from outside sources. In 1940 and 
excluding the large shipments from 
the Netherlands Indies the total intake 
was 145,000 tons so it will be seen 
that there is still a considerable way 
to go before mining production and 
smelter operations reach the pre-war 
figures. We expect outputs to increase 
during the current year though the 
uncertainties of the situation in 
South East Asia must of necessity 
have a deterrent effect on rehabilita- 
tion and new development.” 

Mr, Fergusson was also critical of 
the delays that have taken place in 
settling claims for war damage saying 
“last year I referred to the serious 
losses we sustained because of the 
war. It was hoped that before this we 
should have had some idea of the 
policy m regard to war damage com- 
pensation which, as was said in the 
report of the directors, is a matter of 
considerable momert io us. As you 
know the Board of Management of 
the War Risks Insurance Scheme has 
denied liability for insured goods lost 
by seizure. As far as damage to tin 
metal and tin-ore is concerned it was 
always pointed out that these com- 
medities were practically indestructible 


from fire and shell and bomb damage 
and that the only reai loss would 
come irom capture or seizure; and we 
considered, reading the War Risks 
Insurance Ordinance as laymen, that 
the risk of seizure was covered by the 
wording of the Ordinance and by the 
compulsory premium we paid on every 
picul of ore and every ingot of tin 
metal. It was hoped that by this time, 
nearly four years after the recovery 
of Malaya, a reasonable seitlement of 
our claims would have been  forth- 
coming but the whole problem is still 
m the melting pot. The same may be 
said of settlement for the extensive 
material damage caused to our two 
works at Singapore and Butterworth. 
When iast year there seemed reason to 
expect an early settlement, after the 
publication of the War Damage Com- 
pensation Scheme, we proceeded with 
the plans fer reconstruction and these 
are new in train. Over the next few 
years heavy capital expenditure is un- 
avoidable if we are to have a really 
rst rate plant again, and the task 
will be made much easier when there 
is a satisfactory settlement of our war 
claims. Apart from the necessary re- 
construction programme, much needed 
stores and equipment are now arriving 
and a considerable repair programme 


is under way which should be of 
great benefit to our current opera- 
vions.” 
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acres, 81 being in production with an 
acreage of 88,943; 153.636 nuts were 
harvested. Of these 81 estates, 52 
manufacture copra and 29 sell fresh 
nuts. 

The production of copra on estates 
andsmall holdings during February was 
4.441 tons (January 2,476 tons) of which 
411 tons were exported, the balance be- 
ing for local oil mills. Stocks of copra 
at the end of the month amounted to 
1.357 tons. 


Foreign Trade 


The total trade of Malaya for Feb- 
ruary (excluding trade between Singa- 
pore and the Federation) amounted to 
Straits $137,129,349 for imports and 
$156,071,502 for exports, a favourable 
balance of $18.942.153. The cumulative 
figures for January and February were 
$266,316;136 and $308,863,067 respec- 
tively, showing a favourable balance 
of $42,546,931. Imports of bullion and 
specie were valued at $5,210 and ex- 
ports at $1,600. 

The United States came first in trade 
with Malaya, imports ard exports for 
January/February amounting to $105 
million or about 36% of the total: the 
United Kingdom was second with a 
total of $99 million, or 33.8%; and Indo- 
nesia third with $73 million, or 24.9%. 
of which Sumatra took $51 million. 
HRongkong’s trade with Malaya amount- 
ed to $10.7 million, or 3.4%. Details of 
the primcipal countries trading with 
Malaya for January/February follow, 
in order of importance: — 


January /February 1949 


Imports E-vports 
Eee « Wie pear 17,768,741 87,476,613 
Wie LS ykinge sede 58,403,908 40,983,881 
Indonesia 44,682,528 28,508,044 
BONA oss 5 5 cee 27,838,204 5,331,740 
Australia -.-- 18,016,805 10,732,289 
Netherlands 3,275,478 13,517,353 
Chinawe cs. 15. 16,012,771 570,617 
Canada’ oF ots os: 4,949:295 11,970,512 
Tel LG ECE ie Sodpcenleainlegye 12,174,469 2,294,217 
Braace 00... 1,695,835 12,111,919 
Sarawak® ~~. 2... 9,114,039 4,286,497 
Germany ..... 1,149,260 11,572,615 
Union of India 5,028,835 7,550,784 
Hongkong .... 6,303,144 4,453,374 
U.S. S. R. — 10,692,738 
Mauritius 10,405,065 266,521 
Malye Soeeo. . 2,055,055 7,275,037 
sapan-~...2s 2,759,833 5.486.136 
Union of South 
PAEREICA 1 ees ee 1,498,407 5,341,837 
French Indochina 4,126,137 1,711,785 
North Borneo 2,935,121 2,964,955 
Belgium ...... 3,412,341 1,495,961 
iGeylon oes. oe 463,829 4,431,414 
Other Countries 12,247,036 27,026,839 


266,316,136 308,863,067 


Fruits, Spices & Miscellanevus Crops. 

At the end of December 1948, a total 
area of 189,303 acres was under culti- 
vation with pineapples, bananas, 
papaya, cashew nuts, etc. A total of 
58.964 acres was under cultivation for 
spices, 50,194 acress being devoted to 
arecanuts; and 45,431 acres had mis- 
cellaneous crops, such as nipah 2,238 
acres, coffee 7,047 acres, guttapercha 
5,635 acres, kapok 1,814 acress, tobacco 
1,294 acres, etc. 
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INDOCHINA 


Indechina — Indonesia trade 


As a result of discussions between a 
French economic mission and Nether- 
lands officials in Batavia on Decem- 
ber 12 to 29, 1948, and a_ second 
series of talks at The Hague, February 
9 to 11, 1949, steps will be under- 
taken to expedite the delivery by In- 
donesia of certain materials, in ac- 
cordance with the terms of the exist- 
ing trade agreement between the 
Netherlands and France. The Dutch 
declared themselves prepared to pur- 
chase for Indonesian account light 
French motorears (Citroen, Peugeot, 
and Renault) for 350,000,000 francs 
during the next 6 months, and textiles 
valued at 700,000,000 francs, in ad- 
dition to purchases of French railway 


material. Among the list of items 
which Netherlands authorities sub- 
mitted to the French mission as _ re- 


quired by (Indonesia were various 
types of agricultural machinery, tele- 
graphic equipment, sewing thread, 
bottles, corks, and _ cigarette paper 
from France; salt fish and cement 
from Indochina; phosphate from 
North Africa; and cloves from Mada- 
gascar. 


Indochina — Japan Finance 


Commercial operations between 
Indochina and Japan, transacted in 
United States dollars in accordance 


with the Franco-Japanese financial 
agreement of July 7, 1948, are not 
only subject to the same _ regulations 
which apply to Indochinese commer- 


Ealm Oil and Kernels 


Exports of palm oil amounted to 
3,964.50 tons in February and of kernels 
to 1,066 tons; of the palm oil. 2,491 
tons were despatched to Singapore, and 
1,470 tons to the United Kingdom; of 
the kernels 573 tons went to Singapore. 
395 to France, 95 to the Netherlands, 
and 3 tons to the United Kingdom. Oil 
palm estates numbered 49 at the end 
of February, with an acreage of 83,380 
ot which 42 were in production with 
86.308 acres. Total production of palm 
oil for February was 4,007 long tons 
and of kernels 821 long tons; in 1947 
production was 2,316.9 tons and 5337 
tons respectively. Stocks of palm oil 
at the end of the month were 3.424 
tons. and 879.7 tons respectively. 


Soap 

At the end of February, 38 soap fac- 
tories were in production in the Federa- 
tion with an output of 33,775 cases 
of 1,392,295 lIbs.; this is an increase 
agaimst the output of 28,213 cases of 
1,149,400 lbs. for January. A quantity 
of 6,580 cases or 294,564 lbs. was ex- 
ported. At the end of the month stocks 
amounted to 12,160 cases or 537,155 lbs. 


Tea 


The total number of tea estates 
(highland and lowland) in the Federa- 
tion at the end of December 1948 was 
55, and the total planted area in pro- 
duction 5,037 acres. The total produc- 
tion of made tea during 1948 was 
2,257,619 lbs., total exports being 641,- 
804 Ibs. ; 
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ciai transactiois with other foreign 
countries, but are also liable to special 
controls applicable only to transfers 
ot funds to or from Japan,  incor- 
porated in special regulations issued 
by the Indochinese Exchange Office 
on December 14, 1948. The new 
regulations require Indochinese im- 
porters to instruct their financial cor- 
respondents (banking establishments) 
te deposit Indochinese piasters in the 
Bank of Indochina in amounts equal 
to the value of the United States dol- 
lars which are to be tranferred to 
Japan. Moreover, the stipulation 
must also be made that the cor- 
responding dollar deposit is to be 
credited to SCAP in a special Indo- 
chinese-Japanese account at the 
bank of Indochina in Tokyo. 

On the other hand, Indochinese ex- 
porters will receive, through the inter- 
mediary of the bank handling their 
commercial transaction, Imdochinese 
piasters in a sum equivalent to the 
exports invoiced to Japan in United 
States dollars. The piaster equivalent 
is deposited in the exporter’s bank by. 
the Bank of Indochina after negotia- 
tion of the transfer order received 
from SCAP by the branch of the Bank 
of Indochina in Tokyo. 

In both cases, the equivalent in 
Indochinese piasters is _ calculated, 
unless otherwise stipulated, as fol- 
lows: 50 percent at the official United 
States dollar buying or selling rate, 
as the case may be, quoted by the 
Indochinese Exchange Office at the 
close of business of the preceding day, 
and the remaining 50 percent at the 
free-market ate of the United States 
dollar quoted on the Paris market the 
day prior to the deposit or the pay- 
ment. 
ee ea eae een 
Shanghai Power Output 

In Shanghai total  electric-power 
production, and its utilisation by in- 
dustry, reached its peak in mid-1947, 
and was maintained throughout 1948 
with little or no apparent change. 
The output of the principal producing 
company, the Shanghai Power Co., 
averaged 75,000,000 kilowatt-hours 
per month during 1948, and, of this 
amount, 48,000,000 kilowatt-hours 
went into industrial consumption. 
This total production compared with 
the 1940 average of about 65,000,000 
kilowatt-hours—ithus confirming a 
semewhat larger post-war capacity. 
The present industrial consumption, 
however, is slightly less than pre-war, 
indicating that the expanded output 
has been consigned to commercial 
and residential use rather than to any 
additional industrial expansion in the 
area. 


Drugs & Medicines Exports 

from Shanghai 

Exports of medicinal preparations 
and crude drugs from Shanghai to the 
United States in 1948 included the 


foJlowing items: Menthol 68.660 
pounds, valued at $504,115 (US. 
currency): Chinese medicines, 13,498 


pounds ($7,796); and rhubarb, 41,160 
pounds (13,115). 
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